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One of the consequénces of the 
Japanese War is the prevalence of 
what may be called an introvert frame 
of mind, in the lands formerly under 
Japanese occupa‘ion. It is partly in 
revulsion from the grim memory of 
Japanese military rule that these coun- 
tries, facing their own problems today, 
should prefer the inward-looking 
philosophy. They aspire to self-re- 
liance, and look askance at any idea 
of foreign supervision—sometimes at 
the mere presence of foreigners. This 
negative reason alone may help to ex- 
plain (for instance) why bread cast 
upon the waters by foreigners, in such 
forms as UNRRA vifts, seems in some 
cases to have gone rotten and pcisoned 
the waters, There are other reasons of 
course; outstandingly, on the positive 
side, the fact that the essence of na- 
tionalism is after all the encourage- 
ment of supreme confidence in the 
ability of the country to rely entirely 
on its own resources and capabilities. 
Much of what is happening may be 
xenophebia in its cruder forms; but 
account must also be taken of this 
deeper motivation. At best, foreigners 
will only be accepted if they do not 
appear to have control or to enjoy 
marked privileges. 


This has a very important bearing on 
the problem of the development of 
Asia. If the mood of the Asians is 
generally in this sense “introvert”, 
there are in the world outside Asia a 
number of peoples who have an oppo- 
site or “extrovert” approach to this 
great question. The latter wish, per- 
sonally or coileo'ively, to participate 
‘in Asian affairs. The Western system is 
based essentially on the postulate of a 
worldwide economy. Britons and 
Americans, in particular, fought the 
recent War in ba‘h hemispheres. They 
like to think that there were two 
fronts but one common Cause, the 
Eastern and Western enemy being 
“wo different manifestations of the 
same Evil. They believe, if not in any 
higher idealism, at least in readiness 


to do business anywhere and with 
anyone, on the basis of mutual ad- 
vantage. 

Russia, too, is externally involved— 
whether she advances a Messianic 
claim to resolve all worldly difficulties, 
or merely shows an aggressive appetite 
for worldly power. And there exists 
in the Far East itself one country 
whose very livelihood is threatened by 
local exclusionism. Japan, as the only 
coun!ry in the Far East with an ad- 


vanced and comprehensive industrial 
and commercial organisation, is an 
important claimant to the role of 


“Workshop of Asia.” Like the British, 
the Japanese must “export or die”. 
Japan’s wides' and deepest interests 
align her objectively with the Western 
nations who must press for the maxi- 
misation of free trade and entry to 
Eastern marke'‘s, the reduction of bar- 
riers and the stimulation of shipping 
end commercial services. Japan could, 
much more easily than the Western 
powers, fitinto any regionalised scheme 
of East Asian relations, Communist or 
okher. But that would evidently be a 
poor alternative for Japan. 


* * * 


It is in the light of these fundamen- 
tal differences of motive that the con- 
cept of “Imperialism” badly needs to 
be reconsidered. The expression is now 
commonly used as just a vague term 
of abuse. Especially loose perhaps is 
its economic application, which is the 
one with which this article is primarily 
ccncerned. Economic imperialism must 
properly mean something like the en- 
grossment of markets or other material 
advantages by the use of political or 
military pressure, or possibly by mono- 
polistic organisation. To extend the 
term Impcrialism—as some now do-—- 
to cover all forms of foreign competi- 
tion and foreign investment, is practi- 
cally to rob it of all meaning 

Imperialism in the proper sense of 
the word is a thing of the past in the 
Far East, as far as the Western powers 
are concerned. It does not take a great 


deal of realism to see that the colonial 
era has terminated, and that the kind 
of coercion in question is no longer 
practical politics. The liquidation of 
the former colonial relations was the 
only. one of their war aims in which 
the Japanese were finally successful. 
Their achievement in ‘his respect was 
dramatically swift and thorough, but 
they were unable to impose their own 
alternative. With the rise cf nation- 
alism and the increasing complexity 
of their other commitments outside 
Asia, a course of Imperialism in the 
Far East is for the powers—to put the 
matter on its lowest possible valua- 
tion — either infeasible, or productive 
of such great difficulties as to be net 
worth their while, 

Of course this interpretation does 
less than justice to the Western powers; 
in reality there are many signs that 
they were not merely unable to restore 
the old relationship, but also unwill- 
ing. The British Empire has  under- 
gone a qualitative transformation. The 


United States has similarly fulfilled 
pledges in the Philippines and else- 
where, and has_ disbursed fantastic 


sums in gifts. Even in Indochina and 
Indonesia where there has been actual 
armed strife, ‘he French and the Dutch 


are not demanding a return to the 
former status, but participation in 
wider and freer associations on @ 


partnership basis. The cry of “Imperi- 
alism” invokes a bogey that is not 
there. It is sometimes used by those 
who do not wish the public ¢o have 
a sense of proportion. 


The main issue is between those 
who are seeking (rmultilaterally) am 
internationalised pattern .of economic 
development, and those who pursue 
(unilaterally or natioaally) a localised 
or separatist conception. ‘The former, 
the standyoint of the Western powers, 
would before the Wai have been call- 
ed Internationalism rather than Im- 
perialism, In the case of those powers, 
appropriate distinction has sometimes 
to be made between the standpoint of 
ihe government and that of individual 


citizens, This is anciher source of 
confusion. Such a distinction is of 
course almost inconceivable to the 
Soviet Russian, who is a servant of 


the State. The adherents of Russia in 
ether countries, whose mental equip- 
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ment. 1s made in the USSR, speak of 
any action by foreign individuals or 
groups as if it were part of a deeply 


ealculated plan on the part of, the 
foreign government concerned. Such 
a proceeding is nothing less. than 


reductio ad absurdum; but it too may 
not wish the public to have a sense of 
proportion. 

Ths role of government in the West- 
ern democracies is in reality limited to 
regulating the general framework 
within which private initiative may 
operate, and to performing residual 
functions which it is impractical or 
uneconomic to leave to personal enter- 
prise. The field of operations under 
these headings has greatly expanded 
in recent years. In the sphere of in- 
ternational relations, the increasing 
Scale and complexity of the problems 
makes it inevitable that the overall 
initiative has to be with the States 
concerned, and the overall arrange- 
ments on a government-to-government 
basis. But in the West the general 
impetus and the detailed execution 
still belong to the domain of private 
enterprise. Thus any participation by 
the Western powers in future Asian 
development will have to find a pat- 
tern set by government-to-government 
treaties but workable by private <¢n- 
terprise. This will inevitably be des- 
eribed as Imperialism. The confusion- 
ists will still be unwilling to define 
that much-abused term very clearly, 
but it could in those circumstances be 
used to allude to the advantages 
which a big country inevitably has in 
dealing with a smaller country, or a 
rich man with a poorer man. 


*% * * 


The type of collaboration envisaged 
by the Western powers does not in 


fact rely on the utilisation of such 
advantages. The supreme present 
example is the Marshall Plan. It is 


significant that Communist denuncia- 
tion. of this scheme never descends 
from simple vituperation to an actual 
examination of its detailed proposals; 
the statement of the latter would 
seriously damage the Communist case. 
The United States makes a very large 
stm available, very little of which is 
to be repaid either as capital or inter- 
est. This sum is given in bulk to the 
participants, who must agree among 
themselves as to how it is to be divid- 
ed between them. Any country may 
join this group or leave it at will. 
Czechoslovakia joined at its inception, 
but hastily withdrew on being ordered 
by Mocow to do so. The only impor- 
tant conditions of the grant are that 
the recipients will plan individually 
and collectively to maximise trade and 
production, reduce international ob- 
stacles of every kind in their area, 
and aim at the complete elimination 
of their undue dependence on the dol- 
lar area. The United States naturally 
imposes the safeguards of proper au- 
diting. It has also the veto power 
and may suspend individual allocations 
or the whole scheme from year to 
year. But it has pledged not to do so 
unless the above main conditions are 
unfulfilled—ie. unless the recipients 


actually work to free themselves from 
their present economic dependence on 
America. The minor conditions re- 
Stricting certain exports to Russia or 
Russian-occupied territory, and com- 
mitting the recipients to sell certain 
strategic materials to the US., can 
hardly be called unreasonable, since 
the former applies only to articles in 
the armamants class, while the lat- 
ter demand is ona scale which is 
quite practicable and will do much to 
promote the economic development 
of certain colonial areas. 


* * * 


It is instructive to enquire whether 
a similar plan fs likely to be advanced 
for Asia, and what the reactions to 
such a proposal would be. The short 
answer is probably as follows. The 
venture would prasumably be a strain 
even on the resources of the United 
States, as an addition to the other 
enormous commitments cutstanding. 
By conservative or “peacetime” canons 
of budgeting, it could be contemplated 
only with anxiety; but if emergency 
action (or even “wartime” criteria) 
are considered justified and are the 
only way of preventing war, by those 
standards it is perfectly feasible. The 
yecent words and actions of the Chi- 
nese Communists have brutally coun- 
tered the legend of sweet reasonable- 
ness which their apologists have been 
carefully cultivating these ten years 


past; and the U.S. White Paper has 
now affirmed that a defensive stand 
will be made accordingly. The politi- 


eal difficulties would be great; it would 
not be so easy, in case of nations so 
disparate in volitical status and out- 
look as are those of the Far East, to 
arrange the kind of roundtable pro- 
cedures and supra-national standing 
bodies which characterise the Euro- 
pean Recovery Programme. 

An economic point generally over- 
looked is that the European plan pro- 
bably differs in kind from the sort 
of plan that would be required in East 
Asia. The European plan is “pump- 
priming”; in essence, the provision of 
credits to an already established con- 
cern, mainlv to enable it to purchase 
raw materials and to set going 
machinery that is in existence but is 
not at present utilised to the best 
advantage. Only to a minor extent do 
the European funds go to reegquipment 
or to capital account generally: the 
emphasis is on circulating capital and 
reactivation. The Furoveans see this, 
and judgsa accordingly of the Com- 
munist assertion that the Americans 
are using ERP to buy uo the fixed 
assets of Europe. 

In the Far East, however, it is not 
so much a question of a “tideover” 
advsnce to a proved friend, or “pump- 


priming” assistance to a going con- 
cern, aS of new investment in fresh 
fields; indeed, to pursue the “noump- 


priming” metaphor, Asian conditions 
demand the provision of the pump 
itself, or at any rate of more pumps 
or bigger and better pumps. Anything 
short of a weighty programme of 
capital investment is, from the Asian 
point of view, a temporary or stop- 
gap measure, a subsidy to the status 
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quo, or a localised treatment of a 
general problem. Progressives and 
reformers in Europe and America may 
think largely in terms of rearrange- 
ment, but in Asia they must think 
basically and persistently in terms 
of development. 

The fundamental quandary in the 
Far East is perhaps that the countries 
concerned are unable to carry through 
the required type of development 
solely on the basis of their -own _in- 
trinsic resources and situation. The 
supplies and the initiative for such 
undertakings are now in_ practice 
available almost exclusively from one 
source, America. In so far as_ there 
must be (under any economic system) 
special sureties for, the risks of primary 
investment,’ as foreign entrepreneurs 
must have fair access, and as modern 
conditions compel a scale of organisa- 
tion which must in the field of for- 
eign trade fall largely to the State, 
the overall approach must be a gov- 
ernmental one, on the part of the 
United States and its associates. Such 
action, and the inevitable bargaining 
for reciprocal guarantees on each Side, 
may be termed Imperialism, in the 
up to date application of the word. 
if the approach is on the lines of a 
general plan such as the Marshall 
Plan, its denunciation as Imperialism 
can only cloud the issues and prevent 
agreement. Given sufficient realism 
on both sides however, and an accep- 
tance by each of the participarits of 
the needs and preferences of each of 
the others, such a scheme it feasible. 
But it would have to differ qualita- 
tively from the European scheme, 
which cannot be transferred directly 
as a blueprint for any Asian project. 

If this ideal is unattainable, there 
are some alternatives which might be 
applied separately or in combination. 
In fact, these alternatives have al- 
ready made their presence felt in the. 
first prewar period. The progress 
of the present great Communist drive 
to substitute, in place of all the pre- 
vious demarcations in the Far East, 
one great line of cleavage East and 
West, similar to that which they have 
effected in Europe, does not necessari- 
ly simplify the issue. One of the 
classic conceptions of the Chinese 
historians, that of a recurrent strug- 
gle between tsung (vertical or 
north-south combinations) and heng 
(horizontal or east-west axes) is now 
applicable in other fields besides that 
of strategy. 

(a) One alternative (to an overall 
planning movement) may be called 
the “gotng concern” policy. That is 
to channel the development investment 
through those countries or districts 
which are already “going concerns” 
capable of handling such a task. Japan 
ig a candidate for such a position 
Given direct U.S. supervision of Japan, 
this appeals to many American tax. 


Payers, who resent the annual 
of $600 million to feed Japan, etd 
wish to see constructive activity in 


the Far East, and are disa i 
China’s failure to play fhe pares ay 
(b) An overlapping conception is 
what might be called a “key points” 
policy. Ifa general investment scheme 
is not open, it is a sensible economic 
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strategy to concentrate on a few key 
industries, vital sectors, or pivotal 
points. 

(c) Failing a general coordinated 
framework for the whole area, the 
broad expectation is that it will natur- 
ally subdivide into a number of fairly 
distinct regional groupings. Such re- 
gionalism is probably the most im- 
portant alternative, in the actual out- 
look. It would permit of some form ot 
regional, and even inter-regional, plan- 
ning. 

(d) Otherwise cocperation between 
the nations concerned must be on the 
essentially _more_ restricted and un- 
stable basis of bilateralism, each state 


dealing separately ad hoc with the 
others. 
(e) Finally, the Westerners might 


withdraw from the Far East altogether, 
in accordance with the Communist 
‘formula for uniting the world by first 
dividing it into two hostile camps. 
This would mean in effect handing 
ever the initiative to Russia. If the 
Russians moved in on the Far East on 
a big scale, their domination in Asia 
might or might not be more welcome 
to the Asians than the: experience 
with Japan in 1942-5 and the ensuing 
co-prosperity more or less _ attractive 
than the Japanese sort. If they did 
not take up the commitment on an 
ambitious scale, then there could be 
no important development of the Far 
East. 


* * * 


These alternatives may be considered 
more specifically in a later article. The 
present point is that, one and all, they 
keep alive the great issue of Imperial- 
ism in its up-to-date sense of that term, 
i.e. power-polities. The ‘“goimg con- 
cern” policy must favour one country 
above another; the “key points’ proce- 
dure must favour sectional interests; 
regionalism or bilateralism must in- 
volve still greater complications; and 
withdrawal would endorse the division 
of the world into two main camps. 

Only the type of approach es#am- 
plified by the Marshall Plan can lift 
the issue out of these difficulties, and 
alter the present setting into one of 
true Internationalism. All concerned, in 
East and West alike, must somehow 
strive to reach common ground and 
‘build up a machinery of co-operation 
worthy of twentieth century needs. The 
Western European arrangements have 
shown promising example; another 
hopeful, if so far lass effective, instance 
is the attitude underlying the vast 
Colonial Development schemes which 
are being applied in the British Empire. 

In the above, the economic point of 
view is placed in the foreground. 
Economic considerations may be over- 
ridden at some points by the arim strate- 
gic necessity to which the West is now 
again subjected. Whatever the choices, 
the only path to safety and the only 
solution are to be found in constructive 
co-operation. 
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ECONOMIC NEWS FROM THE UNITED STATES 
- By E. Kann (Los Angeles) 


(Special to Far Eastern Economic Review) 


White Paper on China 


The voluminous White Book on the 
United States attitude vis-a-vis the 
Chinese crisis is much more a post-mor- 
tem than a justification of her actions 
in this regard. The Los Angeles Times, 
in a well-written leader, styles the 1054 
page volums “The Bitter Tea of Mr. 
Acheson,” The latter, in a press con- 
ference, reiterates the faet that Ameri- 
ca did give much help to China, for 
Since V-J day she proferred in grants 
and aid about two billion dollars. In 
addition she sold to China war surplus 
goods, costing one billion dollars, for 
$232,000,000. This is more than we 
have given to any other nation except 
Britain in that period. And, so con- 
cludes Mr. Acheson, it all has gone 
Gown the drain. 

The White Paper ponderously writes 
off the Chinese Nationalist Government, 
adding that the part still held by the 
Nationalists, can be taken cver by the 
Communists at their pleasure. 

So what is America going to do 
about it? 

Mr. Acheson states in his press con- 
ference statement that a survey will 
be initiated to start with. The White 
Paper discloses clearly that the Ad- 
ministration has firmly been opposing 
additional help to China since it had 
been shown indubitably that the 
Nationalist regime had fallen apart 
and that “....its leaders had proved 
incapable of meeting the crisis con- 
fronting them, its troops had lost the 
will to fight, and its government had 
lost popular support.” The White 
Paper actually makes a strong case 
for the Administration’s recent policy 
of doing nothing for the time being. 
The document relates in detail the 
evasions, cross-purposes, deceits and 
sabotage from the time of the late 
General Stilwell - until the time of 
General Wedemeyer whose report on 
things Chinese became famous, pro- 
bably largely because it had been sup- 
pressed, until it is now being published. 

The gist of the White Paper is the 
maintenance that during the past 
four years the United States tried 
hard stipulating how the Chinese 
National Government ought to have 
made use of American aid. When the 
United States had been frustrated at 
every turn, she decided that China 
was a poor risk. However, the door 
has not been slammed to the _tradi- 
tional desire on the part of the United 
States to assist China after the pre- 
sent survey is completed. 


The Financial Crisis in England 

It is in the nature of things that a 
good deal of attention is being devot- 
ed in America to the state of finan- 


cial affairs in Great Britain, and 
that relevant comment thereon 
is constantly forthcoming in _ this 


country. There is doubt that England 
is no more able to compete with the 
United States in the world markets 
she dominated for such a long span 
of time. In recording this fact there 


is no attempt on the part of Ameri- 
cans to gloat; on the contrary, it would 
please them to sea Great Britain back 
on its feet. 


The President of the Brookings 
Institute, Dr. Harold G. Moulton, re- 
cently surveyed America’s economic 
future. In doing so, he also deals 
with the economic position of Great 
Britain. Dr, Moulton maintains that 
during the next century the United 
States could support a population 
double that it supports today on a 
level of living about eight times as 
high as today. But he feels by no 
means sure that the possibilities just 
outlined will actually be realized. “To 
translate potentalities into actualities 
will require policies which in some 
instances diverge sharply from those 
now being followed”, says the report. 
This way of expression represents a 
discreet manner of asserting that the 
present Administration is on the wrong 
track. It also infers that it is the 
identical track the British have been 
treading somewhat longer than Ameri- 
ca has; and, moreover, that—if the 
United States should stay on it—she 
will end up in the same ditch. 


In Great Britain Premier Attlee is 
searching for a key to economic ad- 
vance through nationalization of basic 
industries, austerity, rigid trade con- 
trol and exhortation. Though indus- 
trial production over there has in- 
creased to the extent of 30% over the 
1938 level, it is not enough. Through 
the faults and sins emanating from 
the current socialist experiments in 
England the present dilemma. was 
partly caused. However, the causes 
for the damage are situated deeper, 
for British industry failed to replace 
its obsolete capital equipment and 
missed to plough profits back into the 
business. As a mitigating factor it 
must be inserted here that this policy 
was only partly the fault of British 
managers, for they were saddled with 
more regulations, heavier taxation and 
more restrictive labour demands than 
the Americans. The Brookings report 


continues: 
“Management must also have in- 
centives, the basic one being the 


chance to retain some of the gains 
from technological advance. Special 
incentives must be designed to pro- 
mote rapid installation of new capital 
equipment, including patent protection 
and liberal tax and _ depreciation 
policies. There must also be assurance 
with respect to the perpetuity of the 
private enterprise system.” 


England’s present economic crisis, 
which Englishmen often style a “dollar 
Shortage”, because this in a way puts 
the onus on the United States, is now 
being pondered over and _ seriously 
discussed. Obviously its root causes 
are manifold, ag hinted in the forego- 
ing, and the dollar shortage is in- 
finitely more an effect. than the basic 
cause. 
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Results of Important Corporations 
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The following tabulation indicates earnings of some important American 


corporations: 


Radio Corpor. of America (RCA) 
Americ. Radiator & S.S. Corp. ......... 
Republic Aviation Co. 
Pennsylvania Railroad 
Internat. Silver Co. (June quarter) 
American Airlines 
Continental Oil Corp 
Colorado Fuel & Iron (for 12 months) 
Chrysler Corporation 
Bethlehem Steel Corporation 
United States Rubber Company 
Skelly Oil Co. 
Republic Steel Corporation 
Youngstown Sheet and Tube Co. 

(Quarter) 
Westinghouse Electric. Corp. 
National Distillers Products Corp. .... 
Baldwin Locomotive Works 
North American Co. (June quarter) .. 
Pure Oil Co. 
Ohio Oil Co. 
Coca-Cola International (June quarter) 
Technicolor, Inc. 


Financial Conditions in the United 


1949 1948 
Ist half-year (per share) per share 
$ 10,122,000 ( 62 cents) 67 cents 
6,101,000 59 #5 98 % 
317,800 32) UF TSelse 
3,866,000 29) 5 19 cents 
606,800 $ 1.42 $ 4.93 
3,535,000 44 cenis large loss 
20,364,000 $ 4.22 $ 6.00 
10,182,000 $ 8.46 $ 5.04 
53,223,000 $ 6.12 $ 4.11 
59,078,000 $ 5.91 $ 3.05 
6,655,000 $ 2.30 $ 4.70 
13,856,000 $11.66 $18.74 
25,477,000 $ 4.18 $ 2.84 
7.520,000 $ 4.49 $3.00 
28,409,000 $ 2.16 $ 2.02 
11,002,000 $ 1.38 $ 1.40 
1,829,000 65 cents 65 cents 
2,497,000 29) > 30 ss 
13,017,000 $ 2.99 $ 4.94 
17,512,000 $ 2.67 $ 3.79 
1,531,000 $ 8.21 $ 8.22 
1,147,000 $ 1.25 96 cents 
pulp and paper industries setback 


States 

By now competition in business in 
this country is back to pre-war in- 
tensity. In measuring prosperity the 
trend of corporate profits has again 
become the most compelling influence 
in the markets The second quarter 
results have come in to a considerable 
extent. They are showing better than 
anticipated outcomes. 

Surveying results of 322 companies, 
comprising 22 industries, the Wall 
Street Journal reveals that profits for 
the June quarter were down 442% 
from the similar period a year ago, 
and off 8.2% from the first quarter 
showing of the current year. While 
oils, steel, building materials, textiles 
and electrical goods suffered, it is in- 
teresting to learn that the auto and 
automotive parts industries formed 
the largest single item holding the 
averages pretty elevated. Its second 
quarter earnings ware running more 


than 19% ahead of those in the first 
quarter, and 46.2% ahead of a year 
ago. Airlines experienced a most 
noticeable revival, turning a first 
quarter loss into a second quarter 


profit, which was about 482% above 
the meager showing of a year ago. 
Tobacco companies experienced a 10% 
rise over 1948 June quarter. Manufac- 
turers of machinery and parts gained 
about 18% over the second quarter 
earnings of 1948. 

On the other hand, the large oil 
companies which lead the post-war 
profits parade, took an earnings set- 
back of 35.4%, when compraed with 


the second three months of 1948. 
Building material firms averaged 
about 23% less than last year. Chemi- 


cal concerns did about 5% better than 
in the second quarter of 1948. Movie 
concerns succeeded in earning about 
50% more than a year ago, but 41% 
less than during the first three months 
of 1949. Mining and metals concerns 
profits tumbled 65% from the first 
quarter and nearly 56% from a year 
previous. Drug companies profits de- 
clined 69% and 29%, respectively. The 


ers about 28% and 48%, respective- 


Metals, which witnessed such diSas- 

trous drops this spring, are steadily re- 
covering. Buying of copper and lead 
is very active and prices are moving 
upward once more. No doubt, many 
businessmen are being pinched today, 
because they had waited too long to 
buy. In many cases inventories were per- 
mitted to sink so low that business now 
can be done only on the sellers terms. 
‘The once huge inventories in heavy 
fuel oils and coffee have been worked 
off, and prices are climbing again. 
The recent announcement the Depart- 
ment of Agriculture will support the 
new cotton crop at 291% cents a pound 
seems to have been just the jolt the 
buyers needed. 
_ The New York Stock Exchange dur- 
ing recent weeks has performed excel- 
lently, having recovered about 10% 
from its recent low. The foregoing 
facts, while re-assuring, offer no 
guarantees regarding another — set- 
back has been banished for a long 
time. There are formidable hurdles 
ahead in the economic field, including 
the possibility of a fourth-round wage 
hike and of .Great Britain going 
through the wringer. 

Amongst the most important indus- 
trial enterprises are the steel mills in 
the United States. Almost all of these 
divulge earnings which are above the 
results attained last year. Concerns 
which claim to have bested last year’s 
first Semester earnings are: Dow 
Chemical, National Biscuit, Interna- 
tional Business Machines, Pittsburgh 
Plate Glass, Colgate Palm-Olive-Peet, 
Westinghouse, Corn Products Refining, 
Foster Wheeler, Air Reduction, Minne- 
apolis Honeywell Regulator, etc. etc. 

Present conditions do not inspire 
fear for a real depression, 


Tax Revenue in the United States 
Income from taxation for the fiscal 

year ended June 30, 1948, has only 

now been 


published in Washington. 


The total of $54,500,000,000 constitutes 
a new record; it signifies $372 per 
capita, when federal and state taxes 
are considered together. 

Of the total collected about three- 
fourth went to the Federal Govern- 
ment, i.e. $274 per person. The State 
authorities took $53 per capita, while 
the local government accounted for 
the balance of $45 per head. It 
is interesting to learn that income 
from taxes during the fiscal year 1948 
was 95% of the total governmental 
revenue. 

Considering revenue producers it is 
found that personal income taxes 
brought $19,800,000,000; a sum of $12,- 
100,000,000 was coming from sales 
taxes, customs and gross receipt taxa- 
tion; these include sales taxes on 
gasoline, liquor and _ cigarettes. In- 
come taxes from corporations account- 
ed for $10,300,000,000. Local govern- 
ment revenue obtained from property 
taxation $6,100,000,000. 


Claims for a New Drug Curing 

Arthritis 

Hitherto palliatives for arthritis 
assisted patients in some cases, but no 
remedies were known curing the ail- 
ment. Toward the end of July the 
meat packers, Armour & Co. of Chica- 
go, announced that their scientists had 
Giscovered a hormone substance, for 
which dramatic preliminary success 
in the treatement of arthritis is being 
claimed. Not only arthritis, but also 
rheutmatic fever, gout and kindred 
ailments, hitherto thought incurable, 
could ba handled with success. 

The new remedy prepared by the 
Research Laboratories of Armour & 
Co. is called ACTH; it is being deve- 
loped from the pituitary glands of 
hogs and acts by stimulating the. vital 
adrenal glands of the human body. 

According to one of Armour & Co.’s 
directors, Dr. John R. Mote, in the 50 
cases treated 100% succeSs was ob- 
tained with ACTH; this refers to 
gout. But 25 arthritis and 20 rheu- 
matic fever cases were treated with 
analogous success. The new medicine 
is said to be so powerful that only a 
few doses had to be applied before 
patients could be treated by other 
means, However, present supply of 
ACTH is very limited in quantity. 
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Hongkong Industrial Reports 


Industrial Progress 

The industrialisation of Hongkong 
progresses fast. During the first seven 
months of this year 242 new applica- 
tions for registrations as _ factories 
were made and Government has issued 
during this period 128 new factory 
certificates. The most conspicuous ad- 
vance in Hongkong’s light industry 
has been noted in the textile manufac- 
turing field with the establishment of 
over a dozen cotton spinning mills some 
of which have also automatic machine 
looms for turning out cloth. More 
cotton mills are now being built and 
will soon be in operation thus making 
Hongkong into a centre of the cotton 
textile industry in the Far Hast second 
only to Japan and Shanghai. Woollen 
textile factories are also currently un- 
der construction and projects for the 
further expansion of textile manufac- 
turing—cotton, woollen, silk and rayon 
—are in an advanced stage. 


As industrial development on the Is- 
land is limited by its topography and 
Kowloon has also been used by factories 
to its present capacity—barring further 
land reclamations by Government 
and private enterprise — progress 
of industrialisation here is depen- 
dent on the utilisation of land in 
the New Territories. In the T'suen Wan 
area and further along the coast up to 
the brewery there is now a very large 
and ambitious factory building program 
under way which includes, besides 
cotton spinning mills all kind of light 
industrial plants (metals, hardware, 
miscellaneous textile etc.) Many of 
these new plants have been formed by 
Shanghai capitalists and the skilled 
labour force, in most instances, had to 
be brought here from the North as 
locally no adequate labour supply was 
available. The little market of Tsuen 
Wan is bound to become a major indus- 
trial district as in addition to the many 
factories now under construction 
new building projects are actively 
pushed. Land in the whole area has 
greatly appreciated in price. Adeqvate 
‘electric power supply has been made 
available bv the China Light & Power 
Co. The distance from Tsuen Wan to 
Kowloon (Star Ferrv) can be negotiat- 
ed in about 20 to 25 minutes by motor 
vehicle. Tsuen Wan’s population is 
expecting to benefit from the large 
industrial development now going on 
in the area as many thousands of 
workers will have to live in the vicinity 
of the factories. 


All factories now being constructed 
or ready for operation are modern ones 
in every respect and the well-beine of 
labourers (in well-anpointed dormitor- 
jes) has also in most cases been taken 
eare of by the promoters. There is 
ample open space in the New Territor- 
ies. alone the coast (from Laichikok 
to the San Miguel Brewery). for the 
accommodation of a large number of in- 
dustrial enterprises. With the arrival 
of more equioment the China Light & 
Power Co. should also be in a position 


to supply the power requirements of 
a much increased number of factories 
in future. 


The character of Hongkong is now 
undergoing a change; from a great 
port and shipping centre of the pre- 
war days, serving primarily the trade 
of South China, Hongkong has in the 
post-war years developed into the major 
Far Eastern entrepot, with much less 
emphasis on the trade with China at 
large. And from ‘1947 onwards the 
industrialisation of Hongkong has made 
remarkable headway so that today one 
has to describe the Colony no longer 
as a port and entrepot only but has io 
take into consideration the present 
tempo of industrial progress which 
points towards development of Hong- 
kong in a direction which was never 
foreseen, nor probably desired, by the 
founders of the Colony. 


Ome of the principal reasons for the 
industrial advance in recent years is 
the civil war in China and the conse- 
quent insecurity and disorders in that 
country. Investment of all sorts has 
been attracted to stable and peaceful 
Hongkong. The Chinese financiers and 
industrial promoters, mainly of Shang- 
hai, were quick to grasp the unchal- 
lenged opportunities which Hongkong 
offered and many of the leading indus- 
trialists moved from Shanghai to Hong- 
kong already two years ago. The col- 
lapse of the Kuomintang and the take- 
over of Shanghai by the Communists 
has further stepped up the exodus of 
industrialists who found in Hongkong 
one of the most desirable places in the 
Far East. Some Shanghai capital 
went also to Manila, Bangkok, Singa- 
pore and Batavia for investment in fac- 
tories burt the advantages of the free 
port of Hongkong with its unrivalled 
amenities—q member of the sterling 
area With an open exchange market. a 
minimum of trade restrictions, a stable 
currency, an efficient, clean, intelligent, 
progressive Government, security with- 
in tho British Commonwealth—could 
not but induce the majority of indus- 
trialists from the north to come to the 
Colony. 


While it has been contended that a 
small territory like Hongkons cannot 
well be expected to become a !arge in- 
custrial centre (by oriental standards) 
it is nevertheless a fact that most local 
industries are operating at gq good pro- 
fit margin and are more progressive in 
every respect than factories in most 
other Far Eastern covntries, notably in 
China. Practically all rrodvcts are ex- 
norted and all raw materials have to 
be imported, Hongkong earning costs of 
labour and@ management vrofits. The 
future progress of Hongkone’s factor- 
ies demends therefore on efficient and 
competitive workers, astute business 
management, modern equipment and 
clever marketing abroad. Beine in the 
sterling area and a member of the Bri- 
tish Commonwealth Hongkono ean rest 
assured of a constant supply of raw 
materials and wide foreien markets 
buying local products. There is gen- 


erally much optimism displayed in the 
future development of local industries 
and this feeling is best illustrated by 
the continua] stream of new applications 
of factories and the ambitious construc- 
tion plans now before realisation in the 
New Territories. 


Registrations 


Applications for registration of fac- 
tories and workshovs in Hongkong 
during the month of July amounted to 
41 (19 in Hongkong and 22 in Kow- 
loon & New Territories), 19 registra- 
tion certificates were cancelled (4 in 
Gongkong includinig one renewal re- 
fused and 15 in Kowloon & N.T.), 2 
applications were refused (2 in HK), 
and 19 registration certificates were 
issued (4 and 15). This brings the total 
number of applications received from 
January 1 to July 31 of this year to 
242 (109 and 133), of registration certi- 
ficates cancelled to 124 (27 & 97), of ap- 
plications refused to 24 (6 & 18), and 
of registration certificates issued to 
128 (36 & 92). 


At the end of July, the number of 
factories and workshops registered and 
the number of applications under con- 
sideration was as follows:— 


Kowloon 
a& 
H.K. N.T. Total 
Factories & workshops 
registered 261 693 954 
Applications 
222 
365 811 1176 


consideration 

The 22 applications for registration 
received during last month comprised 
the following: 7 metal wares (3 H.K. 
& 4 Kowloon), 4 printing (2 & 2), 2 
bean curd (1 & 1), °6 rice mills in 
Hongkong, and 1 each on the Island 
for cold storage, saw mill, perfumery, 


under 


roodles, rubber wares, plastic wares, 
wares, camphorwood chests; 2 each 
aircraft overhaul, cotton mills and 


electro plating, and 1 each enamel 
wares, electric light bulks, engineering, 
dyeing, knitting mill, bakelite wares, 
vegetable oils, paper boxes, and medi- 
cines, all in Kowloon & N.T. 


Rubber Shoes 


Rubber shoe maunfacturers. are 
somewhat perplexed over how to 
handle the export quota of £320,000 


allowed them by the British Board of 
Trade; apparently low-priced boots 
and shoes are preferred, whereas 
manufacturers would like to include 
farmers’ boots and_ gemerally large 
sizes with which to make up the quota. 


Manufacturers are also waiting to 
know whether their counter-offer of 
a 10% reduction against last year’s 


price will be acceptable or whether 
British importers will insist upon the 
full 15% reduction; and also whether 
a broadcloth lining may be used in 
place of the canvas lining for the 
boots and shoes, which would effect a 
considerable saving in the cost of pro- 
duction. 

The factories at present are relying 
mainly upon the demand from the 
Philippine Islands, but this will come 
to an end with the termination of 
the rainy season. 
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Air Transport Reports 


Macao Air Transport Company 


This company, known as Matco, is 
registered both in Hongkong and *in 
Macao being principally owned by Mr. 
P. J. Lobo (Director jof Dept. of 
Economic Affzirs of Macao Govt., 
ctherwise a weil-known business man 
with interests in commerce, transport 
and financing), Messrs Ho In, Ho Tim 
and Chong Chi-kuong (being all 
Jeading businessmen of Macao, partners 
in the Tai Fong bank jand interested 
in gold bullion imports and exports, 
having recently invested part of their 
gold trade profits in other enterprises 
in Macao and abroad). 

Mateo pilots and operating staff are 
mostly British (Australian). The com- 
pany owned until recently two flying 
boats (Canadian built Catalinas, 124% 
tons, carrying 23 passengers and two 
pilots, W/T operator and stewardess) 
which were mostly employed on the 
Saigon-Macao and Bangkok-Macao 
route for importing gold bullion into 
Macao. On the average every flying 
boat carried 30,000 ozs troy (more or 
tess one tom) of gold into Macao, two 
to three flights per average week hav- 
ing been made during the current year. 
For week-end trips Matco used one 
Catalina to connect Hongkong with 
Macao in a flight lasting about 20 n‘in- 
utes, charging $30 per person. As gold 
transport was much more profitable— 
about $18,000 per trip were earned 
against only $690 for a full passenger 
load—Matco did not want to expand 
its flying schedule. Recently Matco ac- 
quired another two Catalinas but one 
is not yet serviceable. With three fly- 
ing boats the company has now started 
a more extensive passenger service, 
connecting Hongkong with Macao 
4 times weekly and Macao with Canton 
twice weekly. One Catalina is held for 
exclusive use of gold imports from 
Indochina and Siam (transit: stations) 


Teatiles 


The civil war in China has forced 
‘some recently registered cotton mills 
in Hongkong to delay full production, 
owing to the impossibility at present 
of obtaining trained workers from 
Shanghai; on the other hand small 
knitting and. weaving factories, parti- 
cularly the latter, are kept busy with 
orders from Far Eastern countries 
and Canton. They have also submit- 
ted samples of singlets to the Indo- 
nesian Government in response to a 
call for tenders; the result will be an- 
nounced by the Indonesian Govern- 
ment shortly. The requisite foreign 
exchange will be allocated to the im- 
porter submitting the successful bid. 


Eggs 

Apart from textiles, other local in- 
dustries have also been affected by 
the troubled state of China. Owing 
to the floods and military operations, 
many poultry farms have been either 
destroyed or put out of operation, and 
egg factories are meeting with difficul- 
ties in obtaining sufficient supplies. 


to Macao, From the extraordinary 
profits derived from gold transport, 
Matco was able to expand its fleet to 
the present size, contemplating fur- 
ther expansion and paying very high 
dividends to the shareholders. 


Matco charges in liongkong 30 local 
dollars and in Maca 30 patacas for 
the Hongkong-Macao trip. Until a short 
while ago the company advertised that 
also in Macao the fare was to be 
HK$30 while in fact passengers were 
obliged to pay 30 patacas. Many com- 
plaints have been lodged by the misled 
public. The difference in the inarket 
rate between HK$ and the Macao 
pataca is around 35 to 40%, in favour 
of the pataca. The whole practice of 
charging for the same trip (20 min- 
utes) in Hongkong 30 dollars and in 
Macao an equivalent of HK$42 is 
severely criticised by the travelling 
public, As long as Matco has no com- 
petition on the HK-Macao route pro- 
tests will have little success. 


Flying Boats to Canton 

China National Aviation Corporation 
have recently started to connect several 
places in South China by flying boats. 
CNAC acquired a few Catalina flying 
boats and have employed them now 
on the route Canton-Macao and Can- 
ton - Wuchow, Canton - Kongmoon, 
prepsring for further extensions. 
CNAC would have been interested to 
fly between Hongkong and Macao but 
being a Chinese airtine it proved to be 
against internatioral conventions to 
connect a British with a Portuguese 
colony. The Chinese Communication 
Ministry has permitted Matco, a Portu- 
guese registered airtine, to operate be- 
tween Canton and Macao and in re- 
turn CNAC has been granted the right 
to fly into Macao. Matco and CNAC 
use the flying boat facilities of Macao’s 
outer harbour and in the Pearl river 
in Canton. 


CNAC is flying thrice weekly between 
Canton and Macao. The one-way fare 
is 42 patacas or approx. HK$60 (de- 
pending on the open market exchange 
rate of HK$ and pataca). This rate is 
also charged by Matco (which flies 
twice weekly to Canton). The rate is 
too high: Hongkong-Canton, a slightly 
shorter distance, costs only HK$35. A 
price reduction on the Canton-Macao 
route is therefore overdue. 


Air Transport in Indonesia 


_ Owing to strict exchange regulations 
in Indonesia as regards foreign travel 
the agencies of other than Dutch 
aviation companies have not been 
able to promote their business. The 
wide difference between the official 
and the unofficial rates of the Indo- 
nesian guilder has made development 
of air transport business of foreign 
companies difficult. The Royal Dutch 
Airlines (K.L.M.) have been carrying 
the majority of passengers and freight 
from Indonesia and have also held the 
principal share in the inward traffic 
of the archipelago. 


Following are the regulations applic- 
able in Indonesia to travel by air:— 
1.) A resident of Indonesia may only 


‘pay in the currency of this country 


for travel on an air line which has 
concluded an agreement with this 
country and which makes regular com- 
mercial calls here. . : 
2.) Residents may only pay in Indo- 
nesian currency on those _ trajects 
specified in the agreement and only 
for the single journey. ; : 
3.) Residents must join the aircraft in 
Indonesia. ¥ 1 ; 
4.) A person must be resident in this 
country for a period of 12 months be- 
fore he is considered a resident. 


Explanation of the Indonesian air 
travel regulations :— . 
1.) For example Malayan Airways Ltd. 
& B.O.A.C.—agreements concluded and 
regular calls made. ; 
2.) For example Malayan Airways Ltd. 
from Batavia to Singapore or B.O.A.C. 
from Batavia to London or any inter- 
mediate airport on that route. Re- 
sidents may only pay in guilders to 
Singapore by. Malayan Airways Ltd., 
—if on travelling to Kuala Lumpur 
the traject Singapore/Kuala Lumpur 
may not be paid in guilders. 
3.) Residents may not join a B.O.A.C. 
aircraft, for example, for London, in 
Singapore. They must embark in 
Indonesia. 


4.) No matter the nationality a person 
must have resided for a period of 12 
months in Indonesia before he is con- 
sidered a resident by the Foreign Ex- 
change Control office, 


Even for an airline regularly calling 
on Indonesia, traffic is curtailed to a 
minimum and for an airline not call- 
ing regularly, sales are almost impos- 
sible. These regulations have been 
introduced to conserve foreign ex- 
change and, to a certain extent, con- 
fine traffic to the Dutch Airline 
(K.L.M.). It is however expected that 
Indonesia’s foreign exchange condition 
will allow these restrictions to be lift- 
ed within the near future. 


Meteorological Reports. 


A civil war such as China is ex- 
periencing has a way of upsetting the 
ordinary routine of life in more ways 
than are suspected. It is well known 
that aviation has been seriously affect- 
ed by the conflict in so far as Shang- 
hai and other cities captured by the 
communists are concerned, but it is 
not so generally realised that outside 
China as well aviation has to face a 
serious handicap through the capture 
of many of these same cities. The 
upset has occurred in the little known 
field of meteorological research and 
information. With the building up 
of air defenses and the use of fast- 
flying modern airplanes following re 
gular schedules, the importance of ob- 
taining accurate weather forecasts 
cannot be overestimated, and that is 
is where China comes in. 


During the last war, a number of 
weather stations were established in 
North China which were most essen- 
tial not only to the airlines in China, 
but also to American air bases in Japan 
and Okinawa with lines radiating out 
to other parts of the Pacific. These 
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North China stations are now in the 
hands of the Communists and have 
ceased to function where the outside 
world is concerned, with the result 
that Japan, Okinawa, and that part 
of China remaining in Nationalist 
hands, to say nothing of the Pacific 
generally, are completely cut off from 
what had formerly been their most 
reliable source of weather information. 
Long range weather predictions can, 
therefore, no longer safely be made 
and air operations suffer accordingly. 


It is interesting to recall. that dur- 
ing the recent war the US forces in 
the Pacific relied upon Siberian mete- 
orological stations as well as upon 
certain guerilla weather stations be 
hind the Japanese lines in China. 
These latter stations were of con- 
siderable assistance, in spite of being 
hampered by their precarious method 
of existence, and after Japan’s sur- 
render they were firmly established, 
further stations being opened and a 
great deal of American equipment in- 
stalled, as well as much smoney ex- 

ended in the training of Chinese per- 
sonnel. A well-organised network of 
stations was consequently maintained, 
but with the present hostilities in 
China these have become a total loss, 
the lack of them emdangering the 
smooth functioning of the main cen- 
tres in Japan and Okinawa; not to 
mention the handicap’ imposed upon 
Hongkong and bases still operating 
in China and Formosa. 


Airmail to U.S. and Canada. 


Communication with the United 
States and Canada has been greatly 
accelerated by the arrangement under 
which the Hongkong Post Office now 
despatches mail to these countries five 
times a week, three times by Pan- 
American World Airways and twice 
by Pacific Air Lines. 


Pan-American World Airways 

It is not generally realised how easy 
it is to encircle the world nor how 
many people have done it, and it is 
therefore interesting to learn that 
during the first six months of this 


year 993 passengers were carried 
around the world by P.A.A. The com- 
plete circuit is done in a little under 
seven days. Since 1947, when the first 
round-the-world flight was made, 
P.A.A. have made it a regular occur- 
rence, four flights a week now being 
made around the world in each direc- 
tion, 


Oil and Ores by Air. 


Increasing use is being made of 
air transport for the conveyance of 
commodities from China to Canton 
and Hongkong now that other means 
of transport are not available as a 
result of the disorganisation caused 
by the civil war. At the beginning of 
the month 28,100 kilos of wolfram ore 
were brought to the Colony from Kan- 
chow, Kiangsi, by seven. China 
National Aviation Corporation planes 
specially chartered for the purpose, 
these being four C-46 Curtis Com- 
mandos and three DC-3, which left in 
the morning and returned with their 
load in the afternoon. 


Recently, also, the C.N.A.C. planes 
used to transport Nationalist Govern- 
ment equipment and personnel from 
Canton to Chungking are bringing 
back woodoil, a plane being able to 
carry 28 casks. Silver coins have also 
regularly been airlifted from Hongkong 
to South China cities. 


British Overseas Airways Corporation 
The end of this month will see the 
last of the B.O.A.C. flying boats for 
Hongkong, as they are to be substitut- 
ed by land planes which will complete, 
the journey from London to the 
Colony in four days, including night 
stops. The aircraft to be used will be 
the new Canadian built luxury Ar- 
gonaut class land planes, which will 
carry 50 passengers and cruise at 270 
miles an hour. The planes are pres- 
surised, air-conditioned, and fitted 
with four Rolls Royce Merlin engines 
and will be the first pressurised air- 
craft to operate a regular service from 
the United Kingdom to Hongkong. 


The Argonaut fuselage has an un- 
usual arrangement, for by positioning 


the entrance door, the pantry, and the 
wardrobe amidships, the aircraft is 
Givided into two pleasant sizeable 
cabins, The forward cabin seats 24 
passengers and there is accommoda- 
tion for 16 in the aft cabin, which 
also has at the rear a comfortable 
semi-circular lounge. Forward of the 
front cabin is qa gentlemen’s dressing 
room, and a ladies’ powder room. The 
passenger seats are fully adjustable 
to a semi-reclining position and large 
individual windows provide a good 
view. A folding table is provided for 
each seat. The two front pairs of seats 
in each cabin face aft to make con- 
venient “family foursomes.” 


The last regular flying-boat service 
will leave Hongkong on August 30 ar- 
riving in Great Britain on September 
3; the first Argonaut will leave London 
on August 23 and arrive in the Colony 
on August 26. The first landplane ser- 
vice for Tokyo will leave London on 
August 26, arriving in Tokyo via 
Hongkong on August 30. The time in 
the air from London to Hongkong will 
be 37 hours, with night-stops at Karachi 
and Rangoon; refuelling halts will be 
made at Rome, Cairo, Basra, (night 
stop Karachi), Calcutta (night at Ran- 
goon), and Rangkok. Rome is taking 
the place of Augusta, Sicily. The re- 
gular service will leave. the United 
Kingdom on Fridays and Tuesdays ar- 
riving Hongkong on Mondays and Fri- 
days, the Monday service going on to 
Tokyo. In the reverse -direction it 
will leave Hongkong on Tuesdays and 
Fridays arriving London on Fridays 
and Mondays, the Friday service being 
that which arrives from Tokyo on the 
previous day. 


The Argonaut will take over the 
Hongkong-Singapore run on August 
27 and will make the flight to Singa- 

re in 7% hours, returning the fol- 
owing day. There will be a twice 
weekly service from Hongkong on 
Tuesdays and Saturdays, returning on 
Wednesdays and Saturdays. Manila 
will also be served by the Argonaut, 
the first service departing from Hiong- 
kong on August 27. The service will. 
leave Hongkong on Saturdays return- 
ing Mondays. 
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Exchange & Financial Markets 


THE STERLING AREA’S DOLLAR 
DEFICIT 


More of the world’s trade 
ducted in sterling than in any other 
nation’s currency. A quarter of the 
worlc’s population lives in countries 
which use sterling to conduct their 
everyday business with other countries. 
They are mostly Commonwealth coun- 
tries (not including Canada), and they 
conduct their trade with the help of a 
common pool of gold and _ dollars 
banked in London. These are Sterling 
area reserves. Another fifth of the 
world’s population (making nearly a 
half altogether) also conduct some of 
their trade in sterling. The sterling area 
reserves preserve international confid- 
ence in sterling as a medium of ex- 
change. 


is con- 


Since the war the sterling countries 
have needed more from the dollar 
countries than vice versa, and to help 
cover the difference some of the re- 
serves of the sterling group have been 
used up. They would have been used 
up more quickly had there not been 
Joans from Canada and the U.S.A.— 
including the payments under E.R.P. 
As it was, the reserves fell from £612 
million at the end of 1945 to £406 
million this mid-summer. This, fall 
must be stopped. Otherwise the stabil- 
ity of sterling, and therefore its future 
as an international currency, would be 
in danger. It would also be very dif- 
ficult to arrange for a regular flow of 
imports without a reserve to even out 
receipts and payments. 


Purchases from the dollar countries 
by sterling countries must therefore be 
limited to earnings plus. receipts of 
E.R.P. aid. These receipts are schedul- 
ed to decrease year by year and come 
to an end in 1952 at the latest. 


The dollar deficit, which now 
threatens Britain’s supplies of food and 
materials, is the excess of dollar spend- 
ing over dollar earning, not by the 


United Kingdom alone, but by the 
whole sterling area. It is the dollar 
deficit of the sterling area. The table 


shows how large it has been in each 
half-year since 1946:— 


£ million 
1946. sist) Halt” Gasca ciceys: deomrads 80 
Ds) ae ath seh 1s has dicae 146 
T94% GSE Sasiccvaieeaby sara 469 
117 Va lee RC om Patrol h ee §55 
1948 1st age We cc 2ARa Se eea Mete 254 
Ondia 3°... Sere sheceienies 169 
1949 Piste fe eee 239 
The deficit reached its peak at the 


alarming figure of £555 million in the 
second half of 1947. Largely as a re- 
sult of the export drive in the United 
Kingdom, the dollar earnings of other 
sterling countries, the reduction of 
dollar expenditure, and the diversion 
of import purchases to non-dollar 


countries, this figure was greatly re- 
duced in the first half of 1948, and 
still further in the second half. At 
that time the deficit was in fact run- 
ning at about the same rate as 


E.R.P. aid to this country. 


The present serious position hus 
arisen because the deficit inereased 
sharply in the second quarter of this 
year. It was in fact almost twice as 
big as in the first quarter and was at 
the highest rate since the second half 
of 1947. The large part of the deficit 
results from smaller dollar receipts; 
some is due to an increase in the out- 
goings both of the U.K. and other 
countries, 


The deficit in the half of 1949 was 
£44 million larger than the forecast 
of £195 million. Of this £44 million 
just over a quarter, £12 million, arose 
from a shortfall in U.K. dollar-earning 
exports. The rest was due to invisible 
items (a_ deficit some £18 millions 
larger than expected) and the dollar 
deficit of the rest of the sterling area 
(£22 million larger than forecast). 
Payments in gold and dollars to non- 
dollar countries were £8 million lower 
than the original estimate but were 
still a serious strain on resources. 


HARD AND SOFT CURRENCIES 


The world has never been so full of 
inconvertible paper money issues as it 
is today. No-where is gold convertibi- 
lity honoured for the private citizen 
and the term “hard” money is a carry- 
over from bygone days when the gold 
sovereign ruled the seas of interna- 
tional trade and provided the bench- 
mark for the valuation of other cur- 
rencies. Since sterling has gone “soft” 
the U.S. dollar and the Swiss franc 
have become the standards of com- 
parison, These two currencies, while 
not convertible into gold for the pri- 
vate citizen, are backed by large gold 
reserves which are used, in transac- 
tions between central banks, to defend 
their international purchasing power. 


Internal buying power—the price 
level—is also a vital elenent in the 
“hardiness” of a currency. In the world 
markets today. American prices are 
comparatively« low—and they are free 


market prices at which almost any 
quantity can be ‘bought. Thus the 
United States is a good market in 


which to compete for sales—price and 
quality considered. 


Canada is also a place where prices 
are comparatively low and the Cana- 
dian dollar is classed with the US. 
dollar and the Swiss frame as a 
“hard” currency. 


The best gauge of the “softness’— 
or degree of overvaluation—of 2 cur- 
rency is found in the height of the 
internal price level, the rigour of the 
exchange and import controls neces- 
sary to limit demands on the official 
gold and dollar reserves, the smallness 
of those reserves where they are dis- 
closed to the public, the difficulties en- 
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countered by traders attempting to do 
business at the official rate of exchange, 
and discounts on the currency in free 
markets outside the country concerned. 

To the average observer it does not 
make sense tc observe, circulating in 
the world, thirty-odd kinds of pounds 
sterling, only one of which is freely 
convertible into U. S. dollars at the 
official parity of $4.03. Indeed, it is an 
mnusual country today that, like the 
United States, has only one kind of 
dollar, These strange things are a pro- 
duct of exchange controls—of efforts 
to protect the national currency re- 
serves, to discriminate between various 
holders and uses of a currency, to 
bottle up capital that wants to leave 
the country, to postpone or avoid the 
necessity for currency revaluation. 
Generally the exchange controllers 
forbid free trading among the different 
kinds of currency at home. This is a 
way of suppressing the fact that all 
units of the national currency are not 
maintained on a parity with one an- 
other. But differentials show up in for- 
eign centers, beyond the range of au- 
thority or influence of the exchange 
control, and thus we have mushrocm- 
ing gold and foreign exchange markets. 

Nothing like this ever could have 
happened under the old gold or gold 
exchange standard. Every unit of a 
nation’s currency was just as good as 
any other, at home or abroad, and 
equally exchangeable into gold at the 
option of the ‘holder. Arbitragers in 
London, New York, and other key 
financial centers, kept the exchange 
rates in line. A government had noth- 
ing to do except freely buy and sell 
gold, sterling, or dollars at established 
rates, or allow private banks to do so. 
In most ccuntries this job was done 
oy a central bank operating in conjune- 
tion with the foreign exchange market. 

The present muddle is nothing that 
anyone planned in advance. No one 
has reduced to fully practical terms the 
scherne the experts at Bretton Woods 
endorsed five years ago when they 
wrote the Articles of Agreement for 
the International Monetary Fund. The 
late Lord Keynes once called the pro- 
posed new monetary order the “op- 
posite of the gold standard.” And 
from the standpoint of convenience to 
trade and travel, unhappily, it has 
worked out just that way. 

Nevetheless, the theory at Bretton 
Woods held out great promise. While 
dealings in gold would be permitted 
only under government licence, each 
currency would be readily convertible 
into any other for the purpose of 
facilitating trade on a multilateral 
basis. Gold and gold-backed currencies 
were to be held as reserve, with draw- 
ing rights on the International Fund as 
an extra buffer. By its statutes, the 
Fund was to oppose “foreign exchange 
restrictions which hamper the growth 
of world trade” as well as “ competi- 
tive exchange alterations.” Changes in 
exchange rates were to be considered, 
but snly “to correct a fundamental 
disequilibrium.” Exchange controls 
were to be used only to meet “a large 
or sustained outflow of capital’ or a 
“gencral scarcity of a particular cur- 
rency.” 
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The apprehensions of the Bretton 
Wovuds experts over competitive ex- 
change depreciation have proved 
groundless, Instead, exchange controls 
are being used more widely than ever 
before—justified always in the name of 
“dollar shortage.” Barter trading be- 
tween governments has displaced 
multilateral trading among individuals. 


The broad pattern has been that too 
many countries—by overambitious 
capital development programs, un- 
balanced budgets, “easy money” poli- 
cies, and inadequate incentives to 
production—have developed, or worsen- 
ed, “fundamental disequilibrium” in 
their balances of trade, notably with 
the dollar area. They have been un- 
expectedly reluctant to invoke ex- 
change rate adjustments, fully justifi- 
able under the Fund’s statutes. Instead 
they have chosen to meet the resultant 
“dollar shortage,’ and bring their in- 
ternational accounts into line, by shut- 
ting out imports from the dollar area 
and refusing to convert their curren- 
cies at the rate they are supposed to 
be worth in dollars, Imports from the 
American area are directly cut down; 
an@ exports to the American area are 
retarded by prices higher than ihe 
American market will pay. More than 
four billion dollars a year are being 
supplied by the ECA but even these 
far fram fill potential foreign demands 
for American goods. This is evidenced 
by continuing needs for rigorous im- 
port and exchange controls. American 
tourist expenditures abroad are dis- 
couraged by high prices while Ameri- 
can capital is repelled by high costs in 
the local currency and hazards of be- 
ing locked in by exchange controls. 


It is hardly an accident that “dollar 
shortages” are mest acute where, with- 
cut exchange rate adjustments, infla- 
tion of internal purchasing power has 
been greatest and most persistent. It 
is also significant that the three coun- 
tries which upvalued their currencies 
in terms of the dollar—Canada and 
Sweden in 1946 and New Zealand in 
1948—ali subsequently had te strengthen 
their barriers against imports from 
the Aimerican area. On the other hand, 
devaluations have been unsuccessful, 
and quite naturally, where internal 
inflation has proceeded apace. Here 
China and Greece are the extreme ex- 
amples. Belgium and Italy, by com- 
binations of measures, including cur- 
rency adjustments and a credit squeeze, 
have had perhaps the largest success 
in balancing up their international ac- 
counts. These countries, nevertheless, 
still need exchange controls because 
they are long on inconvertible sterling 
anda shert on dollars. Close students of 
the subject believe that the sterling- 
dojlar rate of $4.03 is the crux of the 
problem. 

The world economy has found it 
easier to get into this muddle than it 
may be to get out. One way out would 
be envuther wide turn of the piice- 
wage spiral in the United States. This 
would work new hardships on people 
of limited fixed incomes. And it may 
be recalled that the American price 
rise from 1945 1o 1948 was more cri- 
ticized than applauded overseas. The 
result of a new rise might only be to 
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precipitate a fresh wave of inflationary 
disturbances al] over the world. It is 
hard to stabilize on the tail of a kite. 

A second way is deflation of wages 
and prices in soft currency couitries to 
a point where their international trade 
would balance out. This, the gold 
standard treatnent, involves the pains 
of numerous business failures and 
temporary unemployment for many 
yeoole, The best thing that can be 
said for it is that it wo:ks. In extreme 
caSes it is the only salvation. And al- 
mest nothing will work unless, as a 
minimum, inflation is teken in hana, 
“easy money” policies eschewed, and 
government expenditures put through 
the wringer. This has been the com- 
inon lesson of postwar European ex- 
perience. 

Third is the readjustment of official 
exchange rates. This permits exporters 
in “soft”? currency countries, without 
having to deflate prices and wages in 
their own money, to compete more 
effectively in “hard” currency areas. 
In the modern economics this was sup- 
posed to be the ‘easy’ and painless 
way out of exchange difficulties. Where 
internal indation has gone far out of 
hana it is an essential supplement to 
other measures. 

Great Britain, which successfully 
used a fluctuating pound from 1931 to 
1939, and at Bretton Woods pressed 
most vigorously for freedom to alter 
the value of the pound, now disclaims 
any intention of using this device to 
help sectify her adverse trade position. 
Instead, reliance is placed, apart from 
American grants and loans under ECA, 
upon austerity, “disinflation” and de- 
privations by plan—upen stringent 
taxation, tight exchange controls, and 
drives to hold down wages, to urge 
people to tighten the belt and at the 
sesane time work harder. 

The official British opposition to re- 
valuing the pound, or allowing it to 
seek its own level, calls attention to 
the fact that adjustments in currency 
values are not without important dis- 
advantages. Inevitably, with any change 
in a major currency, there are matiers 
of international political prestige to be 
considered. The pressure of internal 
deflationary policies would be weaken- 
ed. More closely to the point, it is re- 
cognised that devaluation of a cur- 
rency increases the cost of imports, in 
terms of the local currency, and de- 
creases the gold or dollar earnings 
from a given physical quantity of ex- 
ports. These things, unfortunately, are 
outside the realm of exact science, and 
no ore can be sure of results, in any 
particular case, beforehand. 

The elasticity of demand for export 
is important. If a decrease in an ex- 
change rate—a cut in prices to foreign- 
ers—does not result in any increase in 
sales it has little to recommend it. But 
this would only happen if a particular 
country had a near monopoly on the 
products that it exports. Such mono- 
poties, fortunately for the consumer, 
are few. And overplaying a monopoly 
position, thus stimulating substitution, 
can do permanent damage to export 
markets. In today’s environment, price 
reductions are often necessary simply 
to avoid or limit a loss in physical 
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volume cof business. Tourist travel, it 
is broadly agreed, is highly resporsive 
to a drop in the rate of exchange. 

On the side of imports, currency 
devaiuation does not alter the cost in 
dollars of a given physical volume, It 
dces increase the cost in terms of the 
local currency. Here the apprehension 
frequently expressed is that demands 
for increased wages would be precipi- 
tated, and the advantages of the de- 
valuation to exporters might be dis- 
sipated in increased manufacturing 
costs. Such an outcome wouid be un- 
fortunate. And devaluation has little 
inerit, outside the stimulation to export 
industries, unless exchange restrictions 
are eased and supplies of imporied 
goods increased. 


* * * 
Banks in Hongkong 


; of licensed banks in 
in the Colony is 137. All banks and 
banking firms have to obtain from 
Government (Financial Secretary) a 
licence in accordance with the Bank- 
ing Ordinance, 1948. The annual 
licence fee is $5000. 

Of the 137 licensed banks and native 
banks 14 are European and US banks, 
viz. 5 British (Chartered Bank of India 
Australia & China, E.D. Sassoon Bank- 
ing Corp., Hongkong & Shanghai Bank- 
ing Corp., Mercantile Bank of India, 
Thos, Cook & Son); 4 US (American 
Express Co., Chase Bank, National 
City Bank of New York, Underwriters 
Bank); 2 Netherlands (Nederlandsh 
Indische KHiandelsbank, Netherlands 
Trading Society); one each French 
(Banque de _ JlIndochine), Belgian 
(Banque Belge pour ]’Etranger), Portu- 
gueSe (Banco Nacional Ultramarino). 

There are 5 Chinese Government 
banks operating in Hongkong: Bank 
of China, Bank of Communications, 
Central Trust of China, Chinese Postal 
Remittances & Savings Bank, Farmers 
Bank of China. (The Central Bank 
of China maintains here only a re- 
search and investigation office). 

There are three Chinese Provincial 
government banks in Hongkong: Bank 
of Kwangsi, Kwangtung Provincial 
Bank, Provincial Bank of Fukien. 

Twenty-nine commercial banks are 
licensed for business in Hongkong:—- 
Agricultural & Industrial Bank of 
China, Bank of Canton, Bank of Chung- 
king, Bank of East Asia (British-Chi- 
nese), Canton Trust Co. China & 
South Sea Bank, China Industrial 
Bank of Hongkong, China State Bank, 
China Trade Bank, China Trust Co., 
Hongkong & Swatow Commercial 
Bank, Kincheng Banking Corp., Manu- 
facturers Bank of China, Nanyang 
Commercial Bank, National Com- 
mercial Bank, National Commercial 
& Savings Bank, National Indus- 
trial Bank, Oversea Chinese Bank- 
ing Corp., Salt Industry Bank of 
Szechuan, Shanghai Commercial & 
Savings Bank, Sin Hua Trust & Sav- 
ings Bank, South Sea Industrial Bank, 
South West Development Bank, Sze 
Hai Tong Banking & Insurance Co., 
United Chinese Bank, Wing On Bank, 
Wing On Fire & Marine Insurance Co., 
Yien Yieh Commercial Bank, Young 
Bros. Banking Corp. 


The number 
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Eighty-six native banks, banking 
firms and bullion dealers are licensed, 


their names being in alphabetic or- 
der: — 

Cheng Dah Bank, Ltd. Cheong Kee 
Bank. Cheuk Kee Bank. Chi Chong 


Bank. Chi Yu Banking Corp., Ltd. 
Chiu Tai Bank, Ltd. Choi Kee Bank. 
Dah Sing Bank, Ltd. Dao Heng Bank. 
Dekon Banking Corp., Ltd. Fat Cheong 
Bank. Fengtien Co., Ltd. Foo Kee 
Bank. Fook Wa Banking & Insurance 
Co., Ltd. Fu Shing Bank of Hong 
Kong Ltd. Hang Fat Bank. Hang 
Lung Bank. Hank Seng Bank. Hang 
Shun Gold Dealer. Hang Tai Bank. 
Hing Fung Kwong Fat Bank. Hong- 
kong Trust Corporation, Ltd. Hong 
Nin Savings Bank, Ltd. Hop Kee Bank. 
Hua Fung Banking Corporation (Hong- 
kong) Ltd. Ka Wah Bank Ltd. Kan 
Koam Tsing & Co. Kar Cheung Chong 


Bank. Khio Luen Bank. Kuan Ming 
Bank. Kung Yue Bank. Kwa Kee 
Bank. Kwai Kee Bank. Kwong On 


Bank. Kwong Shun Hoong. Lai Yuen 
Bank. Lee Shing Bank. Lien Cheong 
Bank. Liu Chong Hing Savings Bank. 
Lui Hing Hop Cheung Kee Bank. Man 


Cheong Bank. Man Fat Bank. Man 
Lee Hing Kee Bank. Ming Tai Fat 
Kee Bank. Ming Tak Bank. Mun 
Fat Bank. Nam May Bank. Nam 
Sang Bank. Ngau Kee Bank. 
On Tai’ Bank. Po Sang Bank. 


Shui Cheong Bank. Shun Tseong Tai 
Bank, Ltd. Sing Hang Bank. Tai 
Sang Bank. Tai Shing Bank. Tai Yau 
Bank, Ltd. Tak Cheong Bank. Tak 
Fat Bank. Tak Kee Bank. Tak Shing 
Fook Kee Bank. Tak Yuen Bank. Tong 
He & Co. Ltd. Tung Tack Bank. 
Wah Mee Banking Co., Ltd. Wing 
Cheung Bank. Wing Hang Cheong Kee 
Bank. Wing Lung Bank. Wing Ming 
Bank. Wing Tai Bank. Wo Cheung 
Bank. Yah Tung Commercial Bank, 
Ltd. Yau Hang Bank, Ltd. Yau Tak 
Bank. Yau Wing Bank. Yee Fat Bank. 
Yee Sang Bank. Ying Shun Bank. 
Ying Yuen Bank. Yue Cheung Hong 
Bank. Yue Jan Bank. Yue Loong 
Bank. Yue Man Banking Co., Ltd. Yue 
Tak Shing Kee Bank. 
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US$ Market 

Highest & lowest rates of last week 
per US$100: notes HK$6214%4—612, DD 
616—609, TT 618—610%, corresponding 
to cross rates of US$2.59—2.62. Over- 
seas quotations for area account ster- 
ling moved between 2.75 to 2.85. 

Turnover in the unofficial market 
was US$2%, million (TT 1% m., notes 
and DD 1%, m.). 

Buyers were mostly importers who 
had placed orders in the US and other 
countries where payment in US$ is 
necessary, while gold importers remain- 
ed rather quiet having covered pre- 
viously most of their requirements. 
Sellers were beneficiaries of overseas 
Chinese remittance (whose offers how- 
ever were much reduced compared to 
last year’s level); Manila and Bangkok 
merchants and recipients of US$ drafts 
from overseas Chinese residents; 
Shanghai refugees (who sold part of 
their funds in the US for utilisation of 
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HK$ proceeds to hedge in gold so as 
to obtain good daily interest). Over- 
seas Chinese remittance this year are 
only about 50% of what used to be on 
offer here last year. 

Demand for Japan account US$ was 
heavy and importers of Japanese. goods 
paid about the same price as for free 
funds in New York. There was also 
some demand for US notes by impor- 
ters of Japanese commodities, these 
notes being used to pay to Japanese 
manufacturers and exporters who 
charge a very low yen price and re- 
ceive, as recompensation, an amount 
in US$. Other clandestine Japan 
traders need US notes to pay for un- 
recorded Japanese exports. Several 
Japan account US$ deals were charged 
as high as HK$ 670. 


Unofficial Exchange Rates 
Highest & lowest rates of last week, 


in HK$:— 

Piastres 13.80—13.10, Nica guilders 
34.20-——33.60, Baht 26.50—26.20 (per 
10(¢ currency units). 

Pound note 16:50—16.30, Australian 


13.35—12.80, Canadian dollar 
5.71—5.64, Malayan dollar 1.86—1.85, 
Indian rupee 1.20%4—1.19, Burmese 
rupee 0.86—0.83, Ceylonese rupeee 1.04, 
Philippine peso 3.02-—2.95. 


Gold Markets 

During the week under review gold 
prices continued to drop which was 
due to further increase of stocks, im- 
ports in excess of exports, high change 
over interest which the bulls had to pay, 
and strengthening of the position of 
the Colony both militarily and politi- 
cally. Chinese war news usually stimu- 
late the market but seemed to have no 
effect at all last week as requirements 
in Ching were well met some months 
ago. Gold bars were beginning to flow 
into the Colony from China which trend 
is expected to increase when the Peo- 


pound 


ple’s army is advancing nearer ito 
Canton. 
Highest and lowest prices of last 


week were for .945 fine gold $367—348 
per Eongping tael, or $384.50—365.50 
for .99 fina gold. Cross rates were from 
US$51% to 493. 


Trading reports of last week:— 

Monday, August 8:—Opening and 
closing rates $367—360%. On the ficti- 
tious forward market the change over 
favoured sellers at the interest rate of 
55 cents per tael of .945 fine per day. 
‘Throughout the week, the change over 
rates remained in favour of sellers. 
Offers to deliver cash bars were in- 
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creased and high interest which the 
bulls had to oay influenced the market 
which had no alternative but to ease 
off. War news had no affect on the 
Canton market which followed the local 
market in dropping. Tihe Opening rate 
of 867 was the highest of the week 
under review. 

Tuesday, August 9:— Opening and 
closing $360—3603%4. Change over 18 
cents. Drop of Sterling bonds in Lon- 
don and lower change over rate checked 
the easy market but it turned unsteady. 

Wednesday,. August 10:— Opening 
& closing 3591,—35714. Change over 54 
cents. Small exports to South East Asia 
ports could not offset the imports from 
Canton and imports from Macao. Mar- 
ket was quiet and easy. 

Thursday, August 11:— Opening and 
closing 3857—3534. Change over 29 
cents. Some recovery of Sterling bonds 
and lower Canton and Macao prices 
affected the market. 

Friday, August 12:— Opening and 
closing 351—351%%. Change over 53 
cents. Market unstimulated and quiet. 

Saturday, August 18:— Opening and 
closing 3852—353.50. Change over 1u 
cents. The lowest of the week $348 
touched, but recovered slightly on 
lowest change over interest. No: unoffi- 
cial business was done in the afternoon. 


Tradings, Positions and Cash Bars: — 

During the week under review, offi- 
cial tradings were about 132,000 taels, 
and unofficia] tradings were very small 
and could not be accounted for. Daily 
average worked out about 22,000 taels. 
Positions left open estimated at an 
average of about 103,000 taels per day, 
in: which interest hedging forward 
operators, gold importers, and Canton 
operators were on the oversold side. 
Those overbought were the Shanghai 
operators, Swatow and local] operators. 

Cash bars turned over officially 9,02U 
taels, unofficially about 8,000 iaels, 


totalling 17,020 taels. 
Stocks, and Con- 


Imports, Exports, 


sumption :— 


A total of 17,000 taels were im- 
ported, viz. 12,000 taels from Macao and 
5,000 taels from Canton. The market re- 
port of about 25,000 taels having been 
imported from Canton was exaggerated 
but it was possible that some 20,000 
taels were sold in Canton and bought 
back here. About 8,000 taels were ecx- 
ported, with details: Bangkok 4,500 
taels and Singapore 3.500 taels these 
were all in .99 fine bars. 


MARKET RATES 


per US$100 
re Se eee ee ee ee 


Notes Drafts b Aa es 
August High Low High Low High Low 
Ss Gh eee eee Gals 6.143 6.16 6.13 6.18 6.144 
ON ee ae tee re O20) 6.12 6.14 6.093 6.154 6.11 
OP nee ee nla 6.15 6.16 6.13 6.17 6.14 
Le Se ee, aay ORL Oe 6.143 6.14% 6.11 6.164 6.12 
Leet tis kp ae OTL Os 6.14% 6.134 6.11% 6.14 6.12 
Oia ge one een ee abs & 6.14 6.114 6.09 6.122 6.10% 
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Ready delivery stocks, included those 
mortgaged to the Banks, amounted to 
over 280,000 taels. Oniy 6,500 taels 
changed hands by interest hedging for- 
ward operators and about 2,500 taels 
were for local consumption. 


Silver Markets 


During the week under review, the 
highest and lowest prices of bar silver 
were $4.35—4.30 per tael, Hongkong 
Dollars coins $3.30—3.20 per coin, 
Chinese Dollar coins 8.75—3.60 per 
‘coin, and Twenty-cents coins 3.10—2.85 
per five coins. 


Fluctuations were rather small but 
business transacted locally increased 
somewhat and totalled over 145,000 
‘ttaels in weight. A Shanghai owned 
bank here bought 30,000 pieces of 
Chinese Dollars locally and sold in Can- 
ton, this was however no hedging busi- 
ness but flight of capital. Imports from 
Canton were over 110,000 taels in 
weight. 

The Government Mint in Canton at 
last succeeded in coining “Sailing 
Boat” Dollar coins as from the 10th of 
August. The output was about 20,000 
pieces daily. The Mint hoped to in- 
crease the output to 50,000 pieces daily 
if the power supply of the Electricity 
‘Company continued without disruption. 
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Prices of hard! silver coins in Canton 
in terms of HK currency were main- 
tained without much change and were 
about 5% higher than here due to the 
continuation of purchases by the Cen- 
tral Bank of China, partly for redemp- 
tion of their silver certificates and 
partly for covering the expenditure of 
the K.M.T. Government and forces. 


Chinese. Currency Markets 


PB$ Exchange with North China: 
Official rates of PB$ for foreign ex- 
change were unchanged during the 
week under review but black market 
rates were improved. Merchant re- 
mittances increased and were all 
negotiated through black markets (in 
gold and _ US$ with Shanghai). Per- 
sonal remittances remained very srnall. 


Gold and US$ Exchange with Shang- 
hai: Since trade with Tientsin seemed 
to be possible again and ships were 
trying to break the Kuomintang 
blockade, merchant requirements in- 
creased somewhat to check the flight 
of capital. Gold remittances recovered 
from the low of 900 in Hongkong to 
920 for 1000 in Shanghai, and US$ 
from 860 in Hongkong to 880 for 1000 
in Shanghai. Business transacted 
totalled about 1,100 taels of gold and 
US$65,000. 


AGREED MERCHANT RATES OF H.K. EXCHANGE BANKS ASSOCIATION 
4 (In force as from 25th May, 1949.) 


Maximum Selling 


Minimum Buying 


Sterling 1/2 13/16 1/2 29/32 TT: 
1/2 15/16 O.D. 
1/2 31/32 30 d/s 
1/3 60—90 d/s 
W/iSeatsse 120 d/s 
Sterling 1/2 13/16 1/3 O.D. if under L/Credit 
(East & South 1/3 1/16 O.D. without L/Credit 
Africa) 1/32nd up every 30 d/s 
Sterling 1/2 13/16 1/3 3/16 OD. if under L/Credit 
(West Africa & 1/3 1/4 O.D. without L/Credit 
West Indies) 1/32nd up every 30 d/s 
Rupees (India) |82 1/4 83 1/4 TT 
8851/2 O.D. 
83/8 7 & 30 d/s 
83 3/4 60 d/s 
83 7/8 90 d/s 
3 ( -|82 1/4 All buying rates ‘ 
Be sare ae : 3/16th higher than India. 
83 7/8 O.D. if under L/Credit 
Bence (Aden), | 8201/2 pees O.D. without L/Credit 
84 1/2 30 d/s & 60 d/s 
aan pe TT 53 3/16 TEN, (23 (OND) 
Malayan dollar |52 9/16 53 5/16 30 and 60 d/s 
94 3/4 aS le, PET: 
Bere ctaieet q / 25 1/8  OD.—30 d/s 
25 3/16 60—90 d/s 
; 1/6 3/8 1/6 13/16 ‘T.T. 
Australia / 16 7/8 O/d 
13/1 VED ps yale 
iNew Zealand 1/2 13/16 173 1/8 OD. 


a 


N.B.:—No alty to be exacted for forward sales for sterling except for 
sale Bnel Alintcalig which should be governed by the rates quoted by 


Australian Correspondent Banks. 
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_ Exchange with Canton: Business con- 

tinued to be done in Hongkong cur- 
rency, rates being quoted at 997 to 1004 
in Hongkong for 1000 in Canton, the 
former rate being recorded towards 
the end of the week which fact sug- 
gested the back flow of Hongkong cur- 
rency to the Colony. The advancing 
People’s army is causing this move. 
Business done totalled HK$1,250,000. 

Exchange with Swatow: Transactions 
remained in Hongkong currency and 
were done at 1005 to 1015 in Hongkong 
for 1000 in Swatow. Oversea Chinese 
remittances were well met by the 
back flow of the local currency. Again, 
the impending political change in 
Kwangtung leads to disinvestment by 
the public of HK notes but accounts 
in Hongkong increase. 

Exchange with Amoy: Business was 
transacted both in US$ and Hongkong 
currency, Rates were unchanged 
throughout the whole week at 101 in 
Hongkong for 1000 in Amoy. 

Silver Certificates in Canton: Al- 
though the value of the silver certifi- 
cates was well maintained by the Cen- 
tral Bank of China, quoting at about 
par with the coins, the faith of the 
public could not be gained. Merchants 
listed their goods in terms of silver 
certificates to follow the law but all 
prices were marked about 10 per cent 
higher, and payments in Hongkong 
currency were everywhere accepted 
and even demanded at 10% below 
the silver price. Threatening war news 
seemed to have no effect as the issue 
of the silver certificates was small the 
majority being in one dollar and ten 
cents notes. 


Silver Certificates Circulation 

The continuous reverses suffered by 
the Nationalists on all South China 
fronts have lessened whatever little 
confidence had been shown in the 
Canton government’s present legal 
tender, the ‘Silver Dollar Certificate’ 
(its issuance started on July 3 pur- 
suant to the introduction of the silver 
standard). The authorities repeatedly 
made announcements forbidding the 
circulation of foreign currencies but 
the people simply ignored them and 
continued business in HK$ as usual. 
Qfficial patience seemed to have been 
lost when police action was taken on 
August 3 to enforce the quotation of 
all prices in silver dollars. The mer- 
chants, by courtesy, acceded to this 
ruling. However a raise of between 
10 to 20% over the HK$ prices was 
made at the conversion into silver 
dollars, to obviate possible losses from 
silver dollar scrip depreciation. How- 
ever payment in HK$ is preferred 
and often demanded. 


Nevertheless some credit should be 
given to the government’s seemingly 
Sincere efforts in maintaining the 
stability of the certificate. No one 
who demands hard coin for his scrip 
has yet been refuSed and government 


organs are actually accepting the 
certificates in payment of rates and 
taxes without discounting them. Or- 


ders for about 25,000,000 silver coins 
(Sailing boat design, 23rd year of the 
Republic mint) have been placed in 
the USA and about 15 million of them 
have already been delivered. Although 
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Hongkong Stock & Share 
Market 


Business was very quiet last week 
with total turnover reaching just 
$600,000. Rates showed weakness and 
there was little inclination on the part 
of potential buyers to invest now. 
Sellers on the other hand are almost 
absent from the market considering 
current quotations aS unrealistic. 
There is on the whole reluctance by 
the investing public to enter the mar- 
ket although it is fully realised that 
purchases these days could be effected 
at rockbottom prices while waiting for 
a change in the sentiment, that is ad- 
vance in rates, may prove disadvan- 
tageous. Prudent investors. have these 
days added to their portfolios buying 
small lots only so as not to affect the 
present low price trend. Hongkong 
Bank shares are quoted now at a 
very low price of around $1460 and 
most other market favourites are al- 
most at their lowest level recorded 
during the last 3 years. 

The political events in South China 
are holding the spotlight and determine 
the investing public’s ideas regarding 
disposal of capital. It is generally con- 
sidered wise to keep large cash balan- 
ces rather than shares in local com- 


panies although banks do not pay 
more than nominal interest on de- 
posits and savings accounts while 


most industrial and utility shares yield 
around 10% at current market quota- 
tions. 

Volume of Business:— ‘Total sales 
reported amounted to 34,003 shares an 
approximate value of $1 millicn, 
same as the previous week. 

Price Inder:—The Felix Ellis aver- 
ages based on the closing prices of 12 
active representative local stocks clos- 
ed at 125.00 for a net loss of 1.07 
compared with the close of the pre- 
vious week. Day-by-day, averages 
were:— August 8, 125.68; .August 9. 
125.44; August 10, 125.44; August 11. 
125.41; August 12, 125.00. 


High Low 
USAT. 155.82 123.88 
1948 148.68 134.05 
VO4Ss Sek: 138.37 125.00 
Dividends:— 


The Directors of the Hongkong Elec- 
tric Co. Ltd. declared an _ interim 
dividend of 80 cents per shure, free of 
tax for the year 1949, payable on 7th. 
September 1949. They will also re- 
duce the cost of Electricity as from 
Ist. October 1949. 

The Directors of Hongkong Tram- 


ways Ltd., have declared an Interim 
Dividend of 60 cents per share, less 
tax, in respect of the year ending 


December 1949. Payable on or after 
Tuesday, 6th September, 1949. 


ESSE eS ES LOR 
strict secrecy is kept over the certifi- 
cate issuance figures, it is generally 
understood that about 25 million dol- 
lars in certificates have been printed 
and circulated, and about 60% of 
these have been redcemed. The Cen- 
tral Bank in Canton has at present 
about 30 million silver coins in reserve 
which amount is about, 200% over the 
full backing of currently issued silver 
certificates. 


\ 
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COMMERCIAL MARKETS 


THE RICE SITUATION 
IN EAST ASIA 


At the beginning of March great fear 
existed that Asia’s rice production was 
insufficient to remove the danger of 
starvation, and the Food & Agricultural 
Organisation of the United Nations at 
that time stated that production was 
below the pre-war average although 
apparently the areas under cultivation 
equalled those of 1939. This prognos- 
tication of lack was however, tempered 
a month or so later by the Department 
ot Agriculture in Washington announc- 
ing that the estimated rice harvest up 
to July of this year would be the lar- 
gest since the war,—approximately 
117.7 million short tons, thus showing 
an increase of about 6% over the 1947 
figures. 


These figures are reassuring, but when 
examined soomewhat more closely it 
can be seen that in spite of increased 
optimism as to supply the overall pic- 
ture is less rosy. Siam, making strenu- 
ous efforts to increase production under 
the stimulus of a growing need for 
irnports which have to be paid for to 
a large extent with rice, has undoubt- 
edly eased the situation but could not 
help China unless the latter is in a 
position to off-set rice imports with 
commodities needed by Siam. Japan is 
able to reach up to requirements and 
under the trade agreement with Siam 
imports into that country machinery, 
large quantities of railroad equipment 
and other goods required by Siam in 
exchange for the rice she is not able 
to produce in sufficient quantities for 
her growing population, 


Asia produces actually 94% of the 
world’s rice crop, and any great 
political upheaval definitely disturbs 
the cultivation of this commodity. 
China is not in a position at present to 
exchange goods for rice; Indochina has 
become a non-exporting country due 
to pclitical unrest; and Burma, one of 
the largest rice producing countries in 


SS EE WE OEY 


Business Done:— 
Banks:—H.K. Bank @ 1475, 1460. 


@ 652%, 650. 


Docks, Wharves, Godowns, Etc.:—H.K. 
& K. Wharves @ 115; Hongkew @ 
14; Ching Providents @ 1114; Whee- 
locks @ 2814. 


Insurance: —Unions 


Hotels & Lands:— H.K. & S. Hotels 
@ 10.20, 10, 10.10; BLK. Lands @ 51; 
S’hai Lands @ 2.20, 2.10. 


Utilities:-— Hongkong Tramways @ 
15.80, 16, 15.90; Peak Trams @ 18; 
China Lights (O) @ 11.80, 11%; 
China Light (N) @ 614, 8.10, 7.80, 
7.60; Hongkong Electrics @ 30, 2914; 
Telephones @ 20, 20.30, 2034, 21, 2144. 


Stores:—Dairy Farm @ 36%, 3414; 
Watsons @ 42, 41; Sun Co. @ 2.80. 


Cottons: — Ewos @ 5.10, 5. 


the world, is alse too disturbed to en- 
sure a high standard of production.. 
Combined with this there is also the 
natural increase in population, so that 
to-day consumption requirements have 
risen 10% since 1939 in the rice-eating 
areas of the world. The actual increase 
in population in those areas during the 
past ten years is 100,000,000. 


During the spring of this year, a 
Conference of the International Rice 
Commission was held in Bangkok at 
which some 13 rice consuming coun- 
tries were represented. The Conference 
was satisfactory in being able to place 
before the various delegates the exact 
position in regard to rice and to popu- 
lation increase. As a_ result those 
countries represented, including Siam, 
Burma, Ceylon, Cuba, Ecuador, Egypt, 
France, India, Italy, Mexico, the 
Netherlands, Pakistan and the Philip- 
pines fully understand the position to- 
day and the possibilities within the 
next few years both from the con- 
sumer and the producer point of view. 
There are no figures as_ to China’s 
pesition, but as regards the rest of 
Asia there is now definite hope that so 
long as the political situation allows 
for stability of cultivation and trade 
the growing needs of the Asiatic coun- 
tries will be met for at least another 
decade,—provided that the rice-pro- 
ducing nations conserve their crops by 
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a system of sound controls. Siam has 
placed her rice under strict control 
and although this has been lifted in so 
far as Europe _ is concerned, control 
over exports to other parts of the 
world is strictly maintained. 


‘China’s Dwindling Markets 


Looking at China to-day the pessi- 
mist can only become more pessimistic; 
but the optimistic, remembering the 
resiliency of the Chinese and their 
ability to overcome what appear to be 
overwhelming difficulties, finds hope 
revive. It is true that in so far as 
China’s overseas markets are concern- 
ed, the position is at the moment 
extremely gloomy. Modern inventions, 
driven by the fear of possible dis- 
ruption of the even flow of ecom- 
modities plus political upheavals, have 
already cost China the price of 
dwindling or even, in some instances, 
a total loss of foreign; trade. 


The optimist hopes that, given a 
unified and wisely led country, some 
of these markets, so beneficial to the 
‘Chinese people, will survive. But un- 
fortunately this cannot be applied to 
all nor alter the fact that the Chinese 
producer has a new and more dangerous 
enemy to combat in modern invention. 


Silk, which at one time was a keen 
competitor to Japanese silk exports, 
failed some years ago due to the war 
and the growing popularity of nylon 
which came into its cwn under the 
stress of war and peacetime needs. 
With the vanishing silk industry, the 
silk waste market, which has not yet 
been supplanted, is also in difficulties 
although the demand abroad is brisk. 
Not only in quantity but also in 
quality this commodity shows a mark- 
ed differences to the pre-war product, 
the output to-day being not only less 
but inferior, Japanese importers, who 
use silk waste in the production of 
Fuji silk, are complaining of the 
‘deterioration in the quality of imports. 
Before the war, the U.S.A., Switzer- 
land, Great Britain, France as well as 
Japan were keen buyers of this com- 
modity. To-day purchases abroad are 
small, owing to lack of supply. 


Tungoil (woodoil) which constitut- 
ed at one time one of America’s prin- 
cipal imports from China, received a 
severe threat when American tungoil 
growers began to come into the home 
market and to-day a definite stand is 
being taken by the Tung Oil Growers 
Council of America to limit imports 
of this commodity. Fortunately for 
the Chinese tungoil growers an inter- 
national trade agreement under which 
Chinese tungoil was put on the free 
list of imports into the U.S.A. still 
holds goods. American growers are, 
however, beginning to realise that the 
political change-over in South China 
is likely to be as effective in reducing 
imports into the States as any import 
restriction could be. At the moment 
local merchants are depending mainly 
on stocks augmented by some 1,000 
tons of Canton stocks. 
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The bristle trade is likewise facing 
a very doubtful future, with the dis- 
covery and availability of nylon as a 


substitute, Nylon bristles are be- 
coming increasingly popular abroad 
and must be taken seriously into 


account when reviewing the future 
possibilities of the bristle trade. 


These serious set-backs to China’s 
rural development are unfortunately 
not off-set by greater development in 
her industrial life which, at the 
moment, is suffering from the effects 
of the non-arrival of necessary 


raw 
materials to the great industrial 
centres, mainly Shanghai. The efforts 


to remedy ithe disastrous effect of un- 
employment and the lack of food is 
to encourage and even force the 
population to return to the country. 
This can only prove a temporary 
measure, as the farming communities 
still adhering to their age-long methods 
of cultivation cannot support any 
additional burden. The picture thus 
outlined appears devastating and even 
hopeless, but it can only be reiterated 
again that the resilience of the Chinese 
people comes to the fore and, given 
the barest chance of survival, these 
people will not only gain a new niche 
for themselves and their families but 
will prosper and expand along new 
lines. Herein lies the certainity that 
in whatever straits they may tind 
themselves, they as a nation will not 
only survive but develop agriculturally 
as well as industrially. 


Rice from China and Macao 


The Chinese authorities in Kwang- 
tung have, in order to conserve supplies 
for the needs of the population, pro- 
hibited exports of rice but a certain 
monthly quota for the Chinese con- 
sumers’ resident in Hongkong and 
Macao has always been granted. As 
conditions are however in China of 
today all regulations made by the 
Chinese authorities are in fact not 
observed and the export of rice from 
Kwangtung to Hongkong and Macao 
has not been less than was demanded 
by the consumers, 


Rice trade and transport is a most 
profitable business, not for the farmers 
nor for the legitimate rice merchants 
(with few excertions), but for Chinese 
government officials, the military and 
transport companies as well as organis- 
ed and petty smugglers. Hongkong has 
always obtained what it required but 
the open market price for Chinese rice 
was considerably higher than the one 
paid in Cantor, the difference being 
accounted for by the profits and exac- 
tions made by the transporters and 
officials in China. The contraven- 
tion of the official Chinese ruling 
banning rice exports except a rela~ 
tively small quantity would be un- 
necessary if the quota was sufficiently 
increased—at any rate, local and 
Macao consumption (with an aggregate 
population of 2 million) is relatively 
small considering the requirements of 
South China as a whole. However, as 
usual in China, regulations are made 


with a view to establishing a racket 
and deriving profits from the trade 
which, if no restrictions were imposed, 
would bring no benefits to officials and 
their hangers-on. 


On the railway, the highways and 
aboara junks a very’ extensive rice 
export trade is conducted. In addition 
to direct supplies which Hongkong 
obtains from China, much rice arrives 
here from Macao. In the Portuguese 
colony a peculiar rice trade racket has 
develeped since some time. Although 
the Canton authorities and the Chung- 
shan magistrate (of the district north 
of Macao) have agreett\ to supply 
Macao with the requisite quantity of 
rice for its 200,000 Chinese inhabitants 
and while actually this quantity is con- 
siderably exceeded by official Chinese 
agencies, in order to. leave a certain 
margin for rice re-export to Hongkong, 
large-scale smuggling of rice out of 
Kwangtung continues. Such rice is all 
shipped from Macao to Hongkong 
where it can compete with direct rice 
imperts from China. 


Where a typically Macao method is 
added is the creation and operation of 
a monopoly; one Chinese firm, alleged- 
ly connected with Macao government 
officials, has been authorised to handle 
exclusively all re-exports, This parti- 
cular firm obtains its supplies from 
smugglers (with or without military 
protection) and ships them to Hong- 
kong. As re-export of rice from Macao 
is banned, with the exception of rice 
shipments effected by the ‘monopoly’ 
private firm, another form of smuggling 
has developed, viz. shipping of rice out 
of Macao without penmit and in de- 
fiance of the Macao government ban. 
This procedure is not simple as it 
affects the revenue of the private 
‘monopoly’ in which, it is supposed, 
certain Macao officials participate. 


Formosan. Trade. 


Like most other parts of China, 
Formcsa has been very much affected 
by the conditions at present existing 
in that country. to which up to recently 
most of the island’s export trade was 
directed, particularly to Central and 
North China. Consequently the For- 
mosan governrnent is obliged to turn 
elsewhere for markets. Formosa has 
a variety of commodities to offer for 
export; apart from tea which is well 
known, the island produces also 
camphor, the output of which has been 
increased to 100 tons monthly, sufficient 
for normal demands; another well- 
known product is bamboo rods, which 
go to West Germany and other Euro- 
pean countries as well as the USA 
and Great Britain, the monthly output 
being around 500,000 rods. In ad- 
dition to these and other products, the 
government has established a factory 
for the preparation of duck feathers; 
when completed within the next few 
months, the factory will have an out- 
put of 100 tons per month of 85% 
quality, suitable for West Germany 
and other European markets; the 
existing factory has a smaller output 
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of only 70/75% quality which while 
suitable for the USA does not meet 
the requirements of the West German 
market. Coal is another product 
which the Formosan suppliers would 
like to export, and negotiations have 
been proceeding with Hongkong for 
the sale of 7/8,000 tons per month at 
a price of $70 per ton for coal in lumps 
and $60 per ton for coal dust. This 
price is cheaper than for US, Japanese 
or Indian coal, but is higher than that 
from the Kailan Mining Administra- 
tion’s mines in North China; the 
quality also is not so good as that from 
abroad or from the KMA. 


Metal Controls. 


As a result of representations to the 
Department of Supplies & Distribution 
pointing out that stocks of certain 
metals were more than sufficient to 
meet normal requirements, the re- 
export is now permitted of 40% of im- 
ports of round bars, round bars in 
bundles, galvanised pipes and metals 
for window frames. provided they 
were approved for import after April 
1. The relaxation of control is subject 
to the proviso that should such re- 
export cause a shortage in filling local 
requirements and prices be dispro- 
portionate, further re-exports may be 
restricted. Metal merchants, however, 
are not satisfied with the allowance of 
40% on imports approved after April 
1, as such imports are practically 
negligible. Existing stocks are estimat- 
ed at 6,000 tons of round bars, 5,000 
ttons of round bars in bundles, and 
about 3,000 tons of pipes, square bars, 
flat bars and mild steel plates; these 
cargoes arrived before April 1, while 
only about 3,000 tons has been ze- 
ceived since April 1. 


The Metal Merchants’ Association is 
considering further representations in 
regard to the re-export of metals re- 
ceived prior to April 1. 


British Newsprint 


The price of newsprint 
within the United Kingdom is con- 
trolled. A reduction has been made 
as from 4th July of about £5 a ton, 
and the maximum price is now £35.- 
12.6d. a ton for machine finished 
newsprint in reels in the substance of 
22 Ibs. 20” x 30” 480 sheets. This is 
the price delivered to customers’ pre- 
mises by the paper mill; but the bulk 
of United Kingdom newsprint is at 
present made in the substance 2014 
lbs. 20” x 30” 480 sheets, the miaxi- 
mum price for which is £36. 3. 9. 
Extra charges are allowed for lighter 
substances, super calendering, cutting 
into sheets and for any special charac- 
teristics which may be required. 


for sale 


There is no control over the price of 
newsprint for export, but it is ex- 
pected that the full benefit of the 
price reduction would be passed on 
in any export orders, although it must 
be borne in mind that there are neces- 
sarily extra charges for export pack- 


ing, and small orders for newsprint in 
less common substance, quality or size 
may involve higher prices. 


As pulp prices have continued to fall 
it may, on the other hand, be expected 
that United Kingdom newsprint prices 
will in due course follow the down- 
ward trend. 


Severe restriction in size of news- 
papers in the United Kingdom is still 
necessary. If limits on existing size of 
Colonial newspapers continue, United 
Kingdom mills should be in a position 
to meet forthwith any reasonable 
orders currently placed. 


The United Kingdom mills produc- 
ing newsprint are the following:— 


The Bowater Paper Corporation Ltd., 
9, Park Place, St. James’s, LONDON, 
S.W.1. 


Messrs. Clyde Paper Co., Ltd., Clyde 


Mills, Rutherglen, GLASGOW. 
Messrs. Donside Paper Co. Ltd, 
Donside Mill, ABERDEEN. 
Messrs. Peter Dixon & Sons, Ltd., 


56/57, Fleet Street, LONDON, E.C.4. 


The Empire Paper Mills, Ltd., New 
Carmelite House, Victoria Embank- 
ment, LONDON, W.C. 2. 


The Imperial Paper Mills, Ltd., 
Blackfriars House, LONDON, E.C. 4. 


Messrs. Star Paper Mills, Ltd, 
Feniscowles, Near Blackburn, LANCS. 


Messrs. Albert E. Reed & Co. Ltd., 
Avlesford Paper Mills, Larkfield, Near 
MAIDSTONE, KENT. 


HONGKONG COMMODITY 
MARKETS. 


Industrial Chemicals 


Stocks in Hongkong are on the in- 
crease which is a result of the continual 
arrival of new shipments and! the slow 
offtake by China buyers. Exports to 
China experience the usual difficulties 
first of which remains the port closure 
of Communist China as decreed and en- 
forced by Nationalist China. South 
China demand is modest and Taiwan 
buyers are unable to absorb any signi- 
ficant quantity. Exports to Korea 
(mostly for re-export to North China) 
are sizeable and! irregular shipments to 
Tientsin and Shanghai ‘have also re- 
cently relieved some of the warehouse 
congestion in town; however, these ship- 
ments are far below the local market 
expectation and the actual buying 
potential of ‘red’ China. 

Under these unfavourable conditions 
the price situation here cannot improve 
and a slump, in many items, has ac- 
tually set in. This trend is aggravated 
by lower indent prices for a variety of 
chemicals and the tendency abroad to 
reduce quotations following the reces- 
sion in the US. 

Last week’s 
chemicals :— 

Bright liquid gold. Hanovia 28 gram 
bottle is around $34 per bottle. Market 
is weak. At the present US dollar ex- 


business in industrial 
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change rate it cannot be expected to go 
lower. The porcelain factories (prin- 
cipal buyers) in King Tak District, 
(Kiangsi) being in the civil war zone, 
cannot make purchases from Hongkong. 
The only way is now to export to 
Swatow where smal] lots are consumed. 

Sulphur powder. 100 lb paperbags 
USIA origin was sold $28 per picul. 
Afterwards it dropped to $26.50. Mar- 
ket quiet. 

Formalin. 448 lb wooden barrels USA 
origin sold 40 per lb. It was sold to 
local factories, exporters always prefer 
the metal drum packing. Market was 
sluggish. 

Glacial acetic acid. It was the bright- 
est feature during last week. As Tien- 
tsin exporters continued to buy over 
1,000 carboys, the market became firm- 
er. 20 ke carboy Dmtch origin sold 
from 84cts. to 92cts. per lb. New ship- 
ment is on way to Hongkong. Forward 
sale was put through 80cts. only. USA 
origin 40 lb carboy was asked 965cts.. 
per lb. 

Red amorphous phosphorous. Stock is 
low. As demand rather urgent and 
new shipment not yet arriving, the 
market was up. AIA brand USA origin 
110 Ib cases sold $250 per case, Lion 
and Fork brand France origin 110 1b. 
cases sold $280. Japan origin 110 
lb. cases is about $210. 

Paraffin wax. Market from dull to 
active. AIMP 143/150 nine slabs to one 
carton sold $70 to $72 per picul. AMP’ 
160/165 nine slabs to one carton about 
$97 per picul. 

Red lead. 560 lb wooden barrels Aus- 
tralia origin sold $120 per picul. Re- 
gular demand appears but market can- 
not be anticipated upward. 

Bleaching powder 70%. Market has 
been quiet for a few weeks. Sellers 
cut down their offers at $1.60 per Ib 
for the 130 lb. drums USA origin, and 
business was thus established. 

Citric acid. 1 ewt drums crystal form 
sold $2.05 per lb, and the dealers resold 
at $2.20. As demands decreased, the 
trend is down and new arrivals should 
further cause declines. 

Ammonium chloride. Market con- 
tinued active. 1.5 cwt bags English 
origin sold from $590 to $593 per long 
ton. Business resulted every day dur- 
ing last week. 

Extract of Mimosa. Elephant brand 
1 cwt bags sold for smal] lots at $60 
to $62 per bag, large quantity, several 
hundred bags, was $58 per bag. As the 
market has been dull for some months, 
North China and Korea buyers show 
no interest, and new shipments con- 
tinue to arrive. 

Extract of Quebracho. It shares the 
same fate as Mimosa. Only small busi- 
ness has been transacted at $80 per 
bag. 

Vaseline. Bxtra amber 375 lb drums 
sold 28%cts. per lb. Snow white grade 
375 or 377 lb drums at 424cts. to 438cts. 
Price movement is narrow. 

Tale powder. Korea origin 40 kg 
maper bags sold $275 per metrie ton 
for a large quantity. It is either use 
by local cosmetic factories or exported 
to Siam and Malaya to the rubber 
estates. 
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Caustic soda solid. 700 lb drums 
USA origin sold $156 to $158 per 
drum. Some Shanghai exporters bought 
a sizable quantity. Broken drums were 
sold to local factories at $126 per drum. 
The Crescent brand 672 lb drums is 
around $176 per drum, but no business 
was recorded. 

Phenol. As shipments arrived from 
USA last week, and further shipment 
from Australia will be due in Hong- 
kong in early September the market 
declined. 448 lb drums Australia origin 
sold from %5cts. to 92cts., some offered 
at 90 cts. only. The stock of 450 lb 
drvms USA Monsanto packing was 
from scarce to plentiful, and its price 
came down from $1.20 to 95cts. per lb. 
Australian exporters offered phenol at 
a cif Hongkong price, 71cts. Ib. 

Glycerine. No large business was re- 
corded but small business frequently 
established. Dutch origin 250 kg drums 
CP quality sold from $2.05 to $2.10 per 
lb. Forward sale on way to Hongkong 
is asked for $1.60. per lb..As inquiries 
came in the future market is expected 
to be steady. 

Sulphuric acid. 75 lb carboys water 
white colour USA origin is about 55dcts. 
per lb. Tihe local make milky colour 750 
lb drums at about 28cts. per Ib. includ- 
ing drums. This chemical is principally 
for local consumption and sometimes is 
exported to Canton. It is scarcely de- 
manded by North China. T'wo years 
ago Singapore was the larger buyer for 
this chemical as it is used for coagulat- 
ing rubber latex. 

‘Potassium pbichromate. Market was 
weaker. ICI 150 kg drums crystal 
form sold $1.18 per lb. Many dealers re- 
pack it into small drums and paint it 
to resemble goods of U\SA origin. They 
expect to sell this forged USIA: origin 
chemical at a higher price. 

Zine owide. Japan origin 50 kg 
wooden barrels with export permit 
advanced to 72cts. per lb. Market still 
firm but buying interest is not so large 
as in the previous week perhaps due 
to higher price. Due to the high price of 
US dollar exchange (Tokyo account) 
for the importation of Japanese zoods, 
tt is unprofitable to buy in Japan, 
Temporarily further advance is possible 
before shipments arrive as stock is 
searce. 

Nitric acid. 57 lb carboy USA origin 
is about 70cts. per lb. Dutch origin 80 
kg carboy sold from 55cts. to 59 cts. As 
the latter is much cheaper no business 
for the former is recorded. 

Stearic acid. As indent orice of 
Australia origin single pressed came 
down to 80cts. the spot goods dropped. 
Argentine origin 140 Ib canvas bags 
single pressed sold $1.01 per lb. Price 
in USA aiso down. It is anticipated 
that stearic acid will establish the 
lowest price since 1945. 

Lithopone. Market quiet. Only small 
lots were sold to the smugglers for 
Canton. 100 kg wooden barrels German 
origin was asked 40cts. per lb. The 
indent price for German make 560 |b 
barrels is 37c, and Dutch origin is 35cts. 
only. 
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Sodium hydrosulphite. No buying 
interest. As some new shipments from 
France arrived, sellers asked $140 per 
picul for the 112 lb metal drums with 
ply wood outer drums. 

Acetic anhydride. Last week it was 
sold from $1.20 down to $1.10 per lb. 
Some of them are exported to Canton 
and then overland to Chungkine and 
Kraming where it sells at a higher 
profit. Ais local stocks are heavy sellers 
wish to liquidate their inventories. 

Calcium carbonate. Many demands 
have been met with. Only smal] lots ot 
50 kg burlap bags’ heavy grade Japan 
origin was sold $260 per metric ton. 

Saccharine. A few weeks ago Mon- 
santo granular soluble 1 lb tall tins old 
packing sold up to $25 per iin and this 
was a great temptation for importers. 
At present supply exceeds demand, the 
market has dropped to $15. That of 
100 Ib fibre drum was asked $12 th 
only. At the above figure, it is still a 
profitable business. 

Sodium sulphide solid. Market 
normal. 625 lb drums USA origin sold 
$655 per long ton. Moderate business 
was established. 

DPG. English Monsanto 150 Jb metal 
drums sold $2.08 per lb. 

Ammonium bicarbonate. 50 kg drums 
Poland origin was sold $36 per drum. 
As shipment arrived early this year 
some stock holders who wished to sell 
eut down the price. Furthermore, the 
drums may be destroyed if it is stored 
for a long time as the ammonia gas 
is corrmling the mela drums. 

Mercury. Price upward. Italy origin 
76 lb iron bottles sold $690 per vicul. 

Sodium cyanide. English origin 50 
ke metal drvms sold $1.05 per lb. New 
shipment will soon arrive. 

Sodium bicarbonate. Crescent brand 
100 kg burlap bags is now down to its 
original ICI selling price, $88 per bag. 


Cotton Piece Goods. 

The cotton piece goods markets, 
which has been slowiy subsiding for 
some time past under the impact of 
events in China, petered ovt almost 
entirely last week, and practically no 
transactions were recorded: in grey 
sheetings. Mammoth Bird fell from 
$44 to $43.50 ver piece, Dragon Head 
dropped from $47 to $46 and Bellman 
fell from $42.50 to $42. There was 
no demand for black cloth, which in 
some instances showed a fall in price 
of as much as $4.80 per piece: Yu 
Tai fell by 50 cents per piece to $43.50, 
Hing Fung dropped from $57 to $52.20. 
Double Golden Tael fell from $57 to 
$54. White cloth remained more or 
less steady with a small demand: 
Hsun Liang Yu stood at $43.50, a drop 
of 70 cents, Camellia was offered at 
$44.50, falling 50 cents per piece. 


Raw and Artificial Silk. 

There was little activity during the 
week in raw silk, which of recent years 
has been dominated by Japanese and 
Italian imports to the *xclusive of 
Chinese raw silk. The Japanese pro- 
duct rose to $2,100 per picul as 
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against $1,800 a month. ago; stocks 
are estimated at around 200 __piculs, 
but with uncertainty existing in re- 
gard to future supplies from Japan on 
account of the restriction upon imports 
in US dollars. On account of its high 
price, demands for Japanese raw silk 
have fallen off from India, Indo-China 
and Canton. Italian raw silk which 
is used in the Hongkong and Canton 
weaving mills, is low in stock totalling 
less than 1,000 Ibs., and the price has 
risen from $3 to $3.70 per lb. 


As a result of large stocks, amount- 
ing to around 30,000 lbs., and expected 
fresh arrivals from Japan of about 
20,000 lbs. combined with little de- 
mand from North and South Korea, 
artificial silk fell in price; Tenkyo No. 
120 quality yarn dropped from $4.50 
to $4.30 per lb. with forward bookings 
at $4.20 per lb. Shioze No. 120 
artificial silk sold at $1.47 per yard 
for a sale of about 20,000 vards. 


Woollen Knitting Yarns. 

Canton buyers, as well as dealers 
from Kweiyang and Chungking were 
in the market for woollen knitting 
yarns: Double Gun 4-ply fetched $16 
per lb. for over 1,000 Ibs., Lanificio 
Rossi 4-ply sold at $18.30 per lb. for 
over 2,000 Ibs., Australia 3-ply rose to 
$14.50 per lb. from $12.80, Bee Hive 
4-ply sold for $18.50 per lb. 


Metals. 


The market in mild steel bars was 
in an uncertain state: round and 
square bars of French origin 40 ft. 
were both reduced on offer to £27 per 
ton c.if. Hongkong, flat bars came 
down to £26, as against the highest 
offer last year of £43 from European 
suppliers. British products were steady 
at £27 to£28 per ton. On the local 
market round bars %” stood at $30 
per picul, whereas the lowest specifi- 
cation werked out at $35; indentors 
who have only recently received their 
supplies estimate that there has been 
a fail in prices of 50% with the pre- 
sent dull] market. Square bars 20-22 
ft. 142”, with no demand, sold for $38 
per picul; angie bars were required 
by buyers from Macao for shipment 
inland, 3/16” x 1%” selling at $44 
per picul, and 2/16” x 134” fetching 
$42; flat bars were also in demand for 
Macao and sold at $42 to $43 per picul, 
dealers claiming that on none of these 
transactions were they able to make 
a profit owing to the high price of 
the shipments received from abroad. 
Around 50 tons of Japanese galvd. 
mild steel sheets, thin, arrived recently 
but little activity was manifested: G30 
3’ x 7 was offered at $8 per piece, 
but a counter-offer of $7.90 was 
accepted; the European product 3’ x 7’ 
was offered at $8.40 per piece and 
British 3’ x 6’ stood at $7.20 with a 
shortage of stock. Japanese and US 
aluminium sheets were in plentiful 
supply with cargo en route, the 
American product, however, was 
affected by strong competition from 


208 


the Japanese which sold for $1.30 
rising to $1.35 per lb. for i m. 3’ x @’ 
1/32” to 1/16”: whereas the US 4 x 
8’ 1/32” and 1/16”, which a month ago 
had fetched $2 per lb., now stood at 
$1.80 with no buyers and 3’ x 8’ drop- 
ped to $1.70 with no sales. Stainless 
steel was active though with smal] 
dealings: GJ8 3’ x 10’ opened at $3.40 
per tb. and rose to $3.80, G24 and G25 
were steady at $4 and $4.20 respectively. 


About 500 tons of scrap metal rails 
and bolts was on the market from 
Ching and offered at $9 per picul. 


North China was in the market for 
Japanese barbed wire and considerable 
activity was shown, the 56-lb. packing 
selling at $22.50 per roll against the pre- 
vious price of $21.50; the European 
product was also in demand, the 
quality being better than that of the 
Japanese make, although the price is 
higher: %-cwt. packing sold at $28 
per roll and l-cwt, at $56 per roll. 
There was a demand from local tin 
ingot dealers for lead to mix with the 
tin to meet specific requirements; the 
price remained high, Australian lead 
being offered at $125 per picul and 
China pig lead 99% at $120; pig lead 
compound, not being suitable for mix- 
ing with tin, was offered at $70. 
Printers’ lead rose to $90 per picul 
with demands from abroad. Japanese 
green wire mesh 3’ x 100’ 16 mesh 
rose slightly to $65 per roll of 100 ft. 
Brass wire mesh 3’ x 1008 40 mesh 
fetched $140 per roll. Copper wire 
guuze 3’ x 1008 50 mesh rose to $150 
per roll, while 60 mesh sold at $160 
ard 80 mesh at $230. British tinplates 
showed a revival of activity with 
higher prices due to shortage of stock: 
20 x 28” 200-lbs. packed in skids fetched 
$117 per cask with ex-godown at $116, 
buyers from North China being in- 
terested. USA tinplate waste dropped 
slightly, sales being effected at $98 per 
cask for best quality and $97 for second 
quality with export permit. Misprint 
tinplate was in demand by buyers from 
Canton selling at $58 per cask for 
white base while black base so!d ior 
$44. Buyers trom Central China were 
in the market for British graphic 
crucible (Morgan): G16 fetched $4> 
per 60 kilos., G18 sold at $60 and G100 
was offered at $80, 


Paper. 
Competition between TSA and 
European paper manufacturers is still 
keen, notwithstanting the price cuts 
recently made, which implies that fur- 
ther reductions may be expected us 
the US vaner is still higher in price 
than the European. The following 
cuts have been made by US suppliers: 
a 20% reduction in 16 lb. bank paper 
to US$240 per ton c.i.f. Hongkcng, and 
a drop in the price of woollree pave: 
heavy and light qualities, from US$25U 
and US$255 per ton c.if. Hongkong to 
US$215 and $220 respectively, equiva- 
lent at the exchange rate of $6.20 to 
US$1 to HK$1330 and $1360; cigarette 
paper and metal foil have not been 
reduced, European woodfree paper 
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was reduced to £78.15/- and £81.15/- 
f.o.b. for heavy and light qualities 
respectively, a difference of less than 
5% compared with the US makes. 
European suppliers belonging to the 
Paper Manufacturers’ Association have 
agreed to an adjustment on cargoes 
ordered in March/April to meet the 
prices at present ruling, but Central 
European merchants who are not 
members have refused to make a re- 
duction. Consignments amounting to 
5,000 tons of European paper ordered 
in March are expected to arrive short- 
ly; with stocks already on hand, sup- 
plies are considered sufficient for some 
time. 

As a result of these reductions in 
price abroad and weak buying power 
in China, the local paper market was 
torced to reduce prices further: 
newsprint 31” and 43” in rolls droppea 
to 20 cents per Ib. and in reams the 
price fell to. $15.70 per ream. Straw- 
board No. 8 to No. 10 fetched $400 per 
ton. M.G. China Cap dropped to $7.70 
per ream, although at this time there 
should be a good demand for it; the 
coloured make only fetched $8 per ream. 
Woodfree showed a. slight improvement 
during the week, 50 to 100 lbs. quality 
selling at from 64 cents to 70 cents per 
lb., and 120 to 190 lbs. at 75 to 80 cents 
per lb. Cigarette paper 29 mm 6000 m 
Kwa Wo brand fell from $17.80 to $17.- 
50 per bobbin, Ecusta brand (with green 
line) dropped by 20 cents to $21.50, 
other kinds also showed slight falls. 


Glass. 

The glass market showed keen com- 
petition in different makes with re- 
ductions in price. There were few trans- 
actions, with no demand from Central 
China, and what business took place was 
done with a view to smuggling the 
cargo into China through Foochow and 
Amoy. Japanese 100 sq. ft. 16 oz. was 
offered at $22 per case but sold at $21, 
and 18 oz. fell from $22.50 to $21.50; 
French thick quality glass sold at $68 
per case for 200 sq. ft. 20 oz. and 16 
oz. 200 sq. ft. as offered at $44 per 
ease, forward delivery being reduced to 
$38 and spot 100 sa. ft. 16/18 oz. to 
$22 per cas2; Belgian 200 sq. ft. 16 
oz. was offered at $44 oer case, 18 oz. 
was reduced tg $53. and 24 oz. dropped 
to $67 per case, while 400 sq. ft. 44 oz. 
stood at $435: Swedish 200 sq. ft. 18 
oz, stood at $45 per case. 


Cement. 

The high TT' exchange rate auoted 
for the Japanese account US dollar on 
the oven market, is hamperine Japanese 
c2ment in comovetition with other 
makes; fewer arrivals from Japan are 
expected foy the time being, as local 
stocks are fairly larg:. Japanese 100-lb. 
bags spot cargo sold ror $5.55, an im- 
provement of 5 cents per bag, delivery 
ex-ship fetched $5.45 per’ bag and ex- 
sodown $115 per ton; Indo-China red 
black dragon 50-kilo. bags sold at $5.80, 
an improvement of 10 cents; Danish 
Bates brand white cement in 1 ewt. 
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bags fell from $18.40 to $15 per bag, 
large supplies having arrived; British 
white cement “snowcrete” in drums of 
375 lbs. nett stood at the official price 
of $55 per drum, and Green Island 
“Emeralcrete” rapid hardening ce- 
ment in 112-lb. bags at $7.50 per bag, 
while Green Island cement in 94 lb. bags 
sold at the usual price of $5.60 and 
emerald brand 112-lb. bags stood at 
$6.50. “Snowcem” cement paint in steel 
drums of 112 lbs. nett sold at the usual 
price of $58 per drum ex-godown. 


Vegetable Oils and China Produce. 

A large organisation is engaged in 
collecting all available stocks of wood- 
oil from growing districts in Szechuan 
and is despatching them to Hongkong 
via Canton, so that the anticipated short- 
age of supply following the advance 
of the Communist armies is not likely 
to materialise. The air-lift, however, 
from Chungking to Canton is somewhat 
irregular, so that the arrival of ship- 
ments cannot be absolutely depended 
upon. Orders from abroad ‘have been 
slack for some time, and dealers are 
not particularly anxious to send sup- 
plies to the United States as the price 
quoted there is too low, i.e., US! 20 cents 
per lb. The opening price of woodoil 
(tungoil) on the local market was $145.- 
50 without export permit; later woodoil 
with permit was offered at $150 per 
picul, and a sale was effected at $146, 
withovt permit. Teaseed oil 6% acid re- 
gistered a small turnover at first at 
$161 per picul, but sales were later re- 
corded at $163. Only a small business 
was done in rapeseed oil at $118 with 
permit. With enquiries from abroad, 
bean oil was offered at $126 per picul, 
with a counter-offer at $122. 

Exporters with orders to cover for 
the USA were on the market for Cassia 
whole, Tung-Hine and about 500 piculs 
were disposed of at $78 per picvi, but 
sellers later held out for $82; cassia un- 
scraped, Tuno-Hing, was offered at $85 
per picul. Aniseed star was offered at 
$50 per picul but with no sales. Gallnuts 
stood at $90 per picul, but with a 
slackening in the dematd from abroad 
no transactions were recorded. The de- 
mand for rosin was weak, notwith- 
standing a shortage of supplies, and the 
immediate future for this product is 
not considered bright: a small  turn- 
over was effected at $30.50 per picul, 
and offers were made at $31 and $31.25 
per picul. Lime cubes, though of in- 
ferior quality, were offered at an in- 
creased price of $38 per picul, without 
sales but in anticipation of future de- 
mands, stocks being low and supplies 
difficult. to obtain. 


Bristles. 

Like the New York market, dealings 
in bristles with the London market are 
dull, and prices are depressed: The 
latest shipment to London of 50 cases 
Chungking No. 27 was at US$1.84 per 
\b., the value in London being 18/- or 
the equivalent of US$2.64 which allow- 
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ved of a profit onthe shipment, although 
the price of 18/- was a drop of 4/- 


against that of earlier in the month; 
‘the price of Tientsin No. 26 bristles 
was 34/- per lb., a fall of 8/- against 


the earlier price. 


Ores. 


Demands from abroad for wolfram 
(tungsten) ore have been very weak 
lately, and shipments to Great Britain, 
USA, and USSR have shown little or 
no profit. Stocks in Hongkong amount 
to around 1000 tons. Prices last week 
fell to $240 per picul, but rose later to 
$260. Wolfram ore from South Korea 
‘56% was offered at $255 per picul with 
no sales recorded. Tin ingots were in 
demand by exporters tw fill outstanding 
orders; Kwangsi 99%, Ho-Yuen, rose 
to $635 per picul with export permit 
falling later in the week to $620; Yun- 
nan, with export permit, was offered at 
$630, but dropped later to $625; 97% 
Pat-Po, Kwangsi, withovt-export per- 
mit fetched $595 per picul, and later 
$590; Singapore 99.75% was offered at 
$640 per picul, local supplies being 
short and importers being faced with 
export restrictions in Singapore. China 
tin 60% stood at $405 per picul and 
$400, and 50% and 40% for soldering 
at $350/$345 and $295/290 espectively. 


Smoked Rubter Sheets. 


The price of smoked rubber sheets has 
been raised in Singapore as ga result of 
an increase in duty from 2% Straits 
cents to 4 cents per lb., Singapore No. 
1 smoked sheets being quoted at 33% 
cents as against 33.125 cents earlier in 
the month. Local prices, however, have 
not altered, No. la, No. Ib, No. 2 and 
No. 3 qualities being quoted respective- 
ly at $100, $96, $92 and $48 per picul. 


Gunny Bags. 
The diversion of Cxina’s allotted 
quota of gunny bags to Hongkong 


caused the market to be plentifully sup- 
plied, especially with a slackening of 
shipments to South Aifrica. Lately en- 
quiries have been received from the 
United States in regard to shipment of 
gunny bags from Hongkong. It has also 
peen learned that direct shipment of 
gunny bags from India to Tientsin is 
being arranged at the price of Rs.2.40 
or HK$3.00 c.if. Tientsin, at present 
the price in Tientsin is $4 per bag. 
A recent arrival from India of 3000 
bales was mainly sold forward. $3.40 
per bac being asked but the sale being 
effected -t $3.25; short term delivery 
forward was offered at from $2.60 to 
$2.90; spot goods were offered at $3.35, 
but counter-offers were made at $3.05 
and sales were made at $3.30 per bag. 


Beans. 

Following the withdrawal of Japanese 
buyers, having met their requirements, 
the price of Dairen soya beans fell from 
$40 per picul to $39 and $38.50. A ship- 
ment of 2,700 bags of Haiphong green 
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Chinese Musk 


The name “musk” is given to a per- 
fume obtained from the strong-smelling 
substance secreted from the sex 
glands of the male musk-deer. The 
secretion comes forth from a sac which 
contains a dark substance of the con- 
sistency of moist gingerbread. Locat- 
ed beneath the skin of the abdomen, 
under the navel, the sac is about the 
size of a flattened orange from which 
strong scent is emitted through a 
small aperture. The scent is not only 
more penetrating but more persistent 
than that of any other known sub- 
stance. A gran of musk will distinct- 
ly scent millions of cubic feet without 
any appreciable loss of weight. The 
function of the scent is to attract 
female musk-deer. 

Good musk is of a dark purplish 
color, dry, smooth and unctuous to the 
touch and bitter in taste. In addition 
to the odoriferous principle, it contains 
ammonia, cholesterin, fatty matter a 
bitter resinous substance, and other 
animal principles. Due to its power- 
ful and enduring odor, musk is 
most essential in the making of per- 
fumery. Besides, it is also used in 
Chinese medicine as a purifying agent 
and a tonic for the rain, It is also 
effective in healing wounds, in treating 
nerve trouble, heart disease and in 
effecting therapeutic abortion. The 
Japanese use musk extensively as a 
stimulant. 

Like oxen, sheep and camels, the 
musk-deer belongs to the ruminatia 
division. It is an aberrant deer, pre- 
senting many peculiar characteristics. 


It possesses no antlers. but instead 
ths upper canine teeth of the male 
form projecting tusks, about three 


inches in length. In habits, the musk- 
deer is solitary and norturnal, but very 
active. It feeds on moss, grass, and 
leaves. The musk-deer is found in a 
vast area extending from the Hima- 
layas to Mien Shan, Cheun-lai_ of 
Szechuen, North to Chinhat and Kansu 
and South to Yunnan and Kweichow. 
The regions where it multiplies are in 
the hills in Sikong and Tibet. . 
Hunting of musk-deer is the job of 
exverienced hunters. The _ natives 
e'ther use guns or arrows in nunting. 
They first study the footprints of the 
musk-deer and follow the scent to 
trace the route which musk-deer take. 
Then, they lay traps at certain points 
by fixing catapults toaded with poison- 
ous arrows. Huntevs also use hounds 
specially trained fcr this purpose. 
Being timid e1d net fleet-footed, the 
musk-deer clin'bs to the tree tons and 


heans arrived and was offered at from 
$47 to $48 per picul, but buyers showed 
no interest at this price. Chvugking 
aveen beans 1st qualitv only fetched 
$48 to $49 ver vicul, while 2nd quality 
sold at $46. North China red beans were 
in plentiful supply and sold at $35 per 


picul. a fall of $4 against the price 
asked earlier in the week. Shanghai 
black beans were offered at $80 per 


picul for 1st quality, but buyers covnter- 
offered at $74/$75 at which price sales 
were effected, 


stay up when chased after by hounds. 
The hunter will then throw a noose to 
pull the quarry down. 

To obtain the perfume, the animal 
is killed and its glands completely re- 
moved and dried, either in the sun, 
on a hot stone, or by immersion in hot 
oil. The extract is brought to the 
market in exchange for tea or silver 
coins. It appears in the form of a pod, 
i.e. the gland is complete, or in the 
form of grains after the perfume has 
been extracted from its receptacle. 
The natives eat the meat of the musk- 
deer, use the skin to make bags and 
the hair for saddleseat or pillows. 

Among the musk markets, Kantin 
ranks first which supplies most musks 
for export. Kwan Hsien, Szechuen, 
comes next supplying mostly domestic 
requirements. From the market in 
Lhasa, Tibet, most musks are export- 
ed to Nepal and India. Other less im- 
portant markets are Kikiang, Sining 
and Labrang. They supply a yearly 
total of 3,000 to 4,000 catties (1 catty= 
1.33 lbs.) or about 100,000 pods. 

Among the world recognized variet- 
ies of musk, namely, Chinese, Rus- 
stan and Nepal, the Chinese musk, 
better known as “Tonquin musk”, is 
most valuable. The name “Tonquin,” 
literally “East Capital” signifies 
Loyang, the former Eastern Capital 
which used to be a musk market. 
Another source however claimed that 
this name was derived from Tonquin 
of Indochina because before China was 
open to foreign trade, the export of 
musk had been made through Tonquin 
for sale in France. 

Adulteration of commercial musk 
is common on account of its high value 
and the difficulty in testifying its 
genuineness. Middlemen and hunters 
often adulterate musk with liver, blood 
substances, etc. in order to increase 
its weight. Exporters of musk as a 
result have to engage experts to pro- 
cess the produce which includes 
the extraction of adulterated sub- 
stances and the classification of grades. 
The musk is exported in small caddies 
wrapped with wax paper and using tin 
or lead as Inings to prevent the per- 
fume from leaking. The average 
laboratory standard for musk should 
be as follows: Tonquin pods average 
66 percent grain; Moisture of grain not 
more than 15 percent of its weight; 
Alcohol 90 percent soluble extract 
10-20 percent; Water soluble extract 
50-75 percent; Ash about 3-8 percent 
pale colour. 

Before the war, a sizeable portion 
of musk exports went to France, the 
world centre of perfume and cosmetic 
industries. During 1936-39 she bought 
from China a total of 7,160 hectograms 
(one hectogram=3.527 ozs) accounting 
for 37 percent of total musk exports. 
America ranked second by importing 
4,049 hectograms, or 25 percent, follow- 
ed by Japan, Hongkong and U.K. which 
took 3,923; 2,081; 1,744 hectograms ac- 
counting for 19 percent, 10 percent, 8 
percent respectively. 

The picture of musk export changed 
gieatly since the war. During 1946-47, 
France imported only 1,275 hectograms, 
or half of the pre-war vo'ume. Ameri- 
ca bought an average of 1,430 hecto- 
grams accounting for about 58 percent 
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of the total exports during 1946-48. 
Other countries in post-war years have 
either reduced or ceased the import of 
musk completely. Japan, which bought 
at an average of 1,349 hectograms dur- 
ing 1936-38, has not been allowed ,to 
import post-war. England’s import of 
musk was reduced from an average of 
581 hectograms during 1936-38 to 318 
hectograms during 1946-48. Whereas 
total export during 1936-38 reached 
19,722 hectograms, it was slashed to 
7,425 hectograms during 1946-48. 

Accompanying the decline in musk 
exports is a drop in its price. The 
success of synthetic musk has brought 
about the decline of natural musk as 
prices below prove. 


per catty 
January) LOS. atresia US$950 
December 1946 ............ 450 
January VO47 esc os wets «hele 400 
December 1947 7 esos eas eae 275 
Janviary: (L9ISe ees cee el echt 250 
December 1948 ............ 130 


The future prospect of the musk 
business is tied to peace and order _in 
China as well as world prosperity. Be- 
fore people’s standard of living is res- 
tored to the pre-war level and the per- 
fume industry revived, the musk ex- 
port cannot be expected to regain its 
former position. As regards the pro- 
duction of musk, scientific methods 
should be employed to improve its pro- 
duction and to reduce its cost in order 
to meet the competition of synthetic 
musk. Besides, the large scale slaugh- 
ter of musk-deer is a suicidal policy 
which will lead to the extermination 
of this precious animal. 


Chinese Camel Hair 


Came] hair is used for making cloth- 
ing materials as well as_ belting and 
other articles for industrial use. The 
camel is found in desert areas of the 
Northwestern Provinces, Inner Mongolia. 
and the Northeast of China. The camel 
is also bred in the desert lands from 
the Arabian Sea in the West to Siberia 
in the East. There are two species of 
camels, with one hump and with two, 
but only the hair of latter species can 
be used. There were in the world in 
1930 only about one million two-hump 
camels. The production of camel hair 
is thus limited, as each animal gives 
only from six to eight pounds of hair 
a year. Camel hair needs no shearing 
like sheep’s wool. Each year at the 
beginning of summer, it fal’s off from 
the animals by itself, and is collect 
by the keepers and sold to camel ha: 
merchants. 

Based on its length, thickness, soft- 
ness and uses, camel hair may be 
divided into the following three grades: 

A. Quality No. 3—The long hair 
growing on the outside of the camel’s 
body, measuring about 15 inches and 
1/300th inch thick. It is coarse and 
slightly curly, and is employed specially 
for making tents, rugs and ropes. 

B. Quality No. 2—Tiny hair mixed 
with the outer hair, having a length of 
1 to 5 inches. This softer hair is made 
into sieving cloth for oil mills and belt- 
ing for machinery. Imitations are very 
common. 

C. Quality No. 1—This grade mea- 
sures about 1/1000th of an inch and has 


a grey and attractive colour. Only this 
quality of camel hair is suitable for 
making clothing material. . 

In addition to the above three varie- 
ties, there is also a kind of downy hair 
which is soft and strong as silk. Its 
thickness is about 1/2500th of an inch. It 
is attractive looking, light as feather 
down and highly warmth-preserving. 

Pstimated total production in China: 
100,000 piculs. Exports in 1935 totalled 
1.6 million pounds. 


Bronze & Brassware in 
China 

Chinese made bronze and _ brass 
works of household ornaments § and 
utensils are in high demand with col- 
lectors. Bronze is an alloy of copper and 
tin, while brass is of copper and zinc. 
The fact that the composite metals 
will alloy in all proportions is nearly 
alike in bronze and brass. These alloys 
also resemble each other in the finish- 
ed hue. There is a tendency at present 
to obliterate, or to regard as merely 
nominal, the distinction between these 
alloys. As a matter of fact, they ap- 
proximate each other in composition 
and to a considerable extent overlap 
in uses. 

The use of bronze in China dates 
from remote antiquity while the use 
of brass is from a comparatively re- 
cent date. The reason the Chinese 
used bronze exclusively in the earlier 
date is still unknown. Probably only 
copper and tin ores were available at 
that time. 

Bronze is successful of being work- 
ed by casting, a process little appli- 
cable to its component. parts in- 
dividually. The density and hardness 
of the alloy allow it to take any im- 
pression of a mould, however delicate, 
but in the modern sense this alloy is 
comparatively difficult and costly to 
finish either with tool or machine. 

Because of traditions and peculiar 
environments the ancient Chinese re- 
garded arts and craftsmanship as a 
life work while time and cost were 
unimportant factors. The resulting 
products thus attained so high a de- 
gree of excellence both aesthetically 
and technically, that they occupy high 
places among the fine arts. Specimens 
excavated from ancient sites of tem- 
ples, palaces and tombs—the most an- 
cient peces were excavated at An- 
yang, the capital site of Yin (or Shan) 
dynasty (1765-950 B.C.}—exhibit per- 
fect craftsmanship and _ decoration. 
Throughout the long stylistic develop- 
ment of Chinese bronze, the most out- 
standing characteristic is the thorough 
amalgamation of basic and surface or- 
nament. The motives which decorate 
and enrich the _ surfaces are always 
integral parts of the object and not 
extraneous motives aimlessly applied. 
It matters not that the general effect 
of a bronze may be either of simplicity 
or of elaboration—it is always con- 
sistent unit. Restricted to a lmited 
number of forms and using decorative 
motives which were largely in tended 
for daily use and ritual purposes their 
work has freshness and vigor. 

Brass was first introduced during 
the Han dynasty (206 B.C.-220 A.D.) 
Because brass, an alloy of copper and 
zinc, gives similar brilliancy and 
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fusibilty as bronze, and at the same 
time reduces the difficulty of working 
and the time consumed, the use of 
brassware enlarges the field of most 
domestic objects. To this day brass 
almost takes the place of bronze in 
use for artistic purposes. However, 
the brassware of present day retains 
principally the original artistic trend 
and workmanship of olden works 
though the objects may be of recent 
origin, such as cigarette trays and can- 
dle snuffers. There are also found 
imitations of certain ancient objects, 
such as trivets and censers. From the 
viewpoint of modern age, the present- 
day brassware may be looked upon 
as crude and primitive, but they re- 
present the handiwork of native crafts- 
manship which reflects the originality 
and tradition of Chinese arts. 

Brass is an alloy consisting of zinc 
in “solid solution’ with copper which 
may be made in all proportions. There 
are varieties of tones ranging from 
that of pure copper through all shades 
of yellow to dull white depending upon 
the content of copper. The greater 
the quantity of zinc the lighter the 
color and the more brittle and springy 
the alloy, while, on the other hand, 
the greater the quantity of copper, the 
redder the color and the tougher but 
softer the alloy. The dividing line 
of malleability of brass is about 55% 
of copper and 45% of zinc. The richer 
copper variety is malleable and suit- 
able for general usefulness. 

The artistic kind of brass falls into 
two categories, accord‘ng to its com- 
position and use. The brass containing 
about 40% of zinc and 60% of copper 
is suitable for the manufacture of 
vases, bowls pots, ete. Because these 
Objects are made thin and delicate 
which consequently requires intricate 
mud moulds, only brass of h:gher zinc 
content, though more brittle in nature, 
is adaptable in the process of casting. 

For more solid objects, like censers, 
figurines, candlesticks, pagodas and 
the like which may use sand casting, 
the composition of brass is about 30% 
of zinc and 70% of conver, because it 
is softer and more easily workable in 
engraving and polishing. In the pro- 
cess for either material after casting, 
the object is first dipved in the acid 
to remove adhering sand particles or 
other superficial impurities. After 
washing, projecting irregularities are 
then filed off and desirable outlines 
are brought into shave. After further 
filings and sanding, the object is hand 
engraved according to different pat- 
terns. Finally the object undergoes 
polishing process. For more complicat- 
ed designs, they are cast in parts, and 
each part after passing through 
various steps in the process is finally 
soldered together with other parts with 
tin by means of nitric acid. This sol- 
dering process is crude and primitive 
as compared with modern methods 
but it is a typical Chinese practice. 

Throughout the different steps in the 
manufacture of brassware, the Chinese: 
do not mind the back-breaking labour- 
iousness and enormous time consumed, 
They have only one definite aim in 
view, that is, for the sake of art which 
in itself reveals in every resvect their- 
age-long worshipped tradition and 
concept-on of beauty. 
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Investment Opportunities in the Philippines 
By S. R. MENDINUETO 


(Director of Commerce, 


The Philippines today offers manifoid 
and bright opportunities for new in- 
vestment in diverse fields of activity. 
The havoe and destruction which the 
last Pacific war wrought to the nation- 
al economy has increased tremendous- 
ly these investment opportunities 
which have been awaiting enterpris- 
ing capital. These opportunities em- 
brace such basic industries as agricul- 
ture, fishing, lumbering, mining, and 
manufacturing. In addition, invest- 
ments in transportation (especially 
water and aerial) and communications, 
building construction, trading, and 
other numerous services contributing 
to the rehabilitation of the country’s 
economy promise to be no less pro- 
fitable than in manufacturing and 
other basic industries, 


So far as the natural resources and 
potentialities of the Philippines are 
concerned, it may be pointed out that 
this country has vast undeveloped 
areas with enough raw materials and 
manpower to become a great produc- 
ing and manufacturing nation. The 
truth is that the Filipinos are just 
beginning to tap the country’s econo- 
mic wealth. To blaze the trail to 
economic progress and prosperity, the 
Philippine Government has blueprint- 
ed and is now sponsoring both short- 
range and long-range economic pro- 
grams designed to bolster up produc- 


tinn of agricultural and _ industrial 
products and to establish new and 
vital industries, the ultimate goal 


being not only to supply the maximum 
domestic needs but also to utilize the 
surplus products for export. 


Time and again, the Philippine Gov- 
ernment has _ frankly admitted the 
nation’s need of foreign capital, especi- 
ally American capital, and technical 
know-how. In this connection, it may 
be pointed out that the following con- 
ditions existing here besides the rich- 
ness of the Islands’ natural resources 
and abundant labour supply, are 
favorable to foreign investment: (1) 
the financial stability of the Philippine 
Government; (2) the sound currency 
secured by pegging the Philippine peso 
to the American dollar; (3) preferential 
trade relations with the United States 
for the next 25 years; (4) parity rights 
granted to American citizens, enabling 
them to enjoy the same privileges as 
the Filipinos in the development of 
the natural resources and the operea- 
tion of public utilities; (5) four-year 
exemption from taxes allowed by Re- 
public Act No. 35 to new and neces- 
sary industries; (6) the hundreds of 
millions of pesos still to come in dur- 
ing the next two years from the War 
Damage Commission and other United 
States agencies; and (7) the adherence 
of the Filipino people to the de- 
mocratic way of life and_ their hos- 
pitable attitude toward foreign inves- 
tors, especially American. 

As in any other country, there are 
certain restrictions in the Philippines 
on the freedom of foreign investment, 
which are in the nature of safeguards 
against any possible ruthless or ex- 


Philippine Government) 


cessive exploitation of the country’s 
natural resources by anyone, whether 
Filipino or alien, and those which are 
adopted as measures to maintain mu- 
tually just relationship between the 
Philippines and other countries. The 
Philippine Constitution for instance, 
provides that no individual can pur- 
chase more than 144 hectares of public 
land, that no corporation can buy 
more than 1,024 hectares of land, and 
that not more than 1,024 hectares of 


public land can be leased to an 
individual, corporation, or associa- 
tion, and, if for grazing pur- 


poses, not more than 2,000 hectares. 
Certain other safeguards affecting the 
mining, forestry, and other industries 
are more or less common to other 
countries. 

Among the most promising fields of 


business activity in the Philippines 

are the following: ; 
Cattle-raising — Philippine imports 

of meat products before the war 


averaged 4,500 tons annually, valued 


at P2,600,000. Local production of 
meat (largely swine and carabao) 
in 1937 was 75,000 metric tons. The 


livestock population suffered consider- 
able damage during the war. Cattle 
were reduced from 1,300,000 head to 
about 800,000; carabaos, from 2,900,- 
000 to 2,000,000; and hogs, from 
4,800,000 to 4,000,000. The Philippine 
Government has appropriated P2,500,- 
000 to replace losses of cattle, carabaos, 
horses, and swine. 

The island of Mindanao offers 
prospects for the development of the 
cattle industry because of its extensive 
virgin lands, where grasses and 
legumes suitable for cattle-feed grow 
in abundance. I; is believed that the 
development of beef herds on this island 
would accelerate meat production to 
the extent of supplying domestic re- 
quirements and possibly leaving a sur- 
plus for exports. 

Commercial fishing—Before the war 
the Philippines imported an average of 
15,000 tons, plus the additional 25,000 
tons of bangus produced in salt-water 
fishponds. The total annual ‘require- 
ments of fish from all sources are 
estimated at 54,000 tons. Prior to the 
war about 50% of the fish caught’ and 


distributed in the local markets was 
controlled by the Japanese. Since 
liberation, considerable progress has 


been made in the rehabilitation of the 
fishing industry, which is now almost 
wholly in the hands of the Filipinos: 
however, the supply of fish food still 
falls short of the normal domestic re- 
quirements, as_ indicated by the high 
prices of fish in Manila, which are 
from 3.5 to 5 times pre-war. Further 
development and expansion of the 
fishing industry is being given parti- 
cular attention by the Philippine Gov- 
ernment through the recenly created 


Bureau of Fisheries, formerly a 
small unit in the Department of 
Agriculture and Commerce. For the 


fiscal] year ending June 30, 1948, the 


Bureau of Fisheries reported q total 
catch of 19,717,740 kilos of fish of 
different types by commercial fishing 
boats of three tons or over, as com- 
pared to 18,640,252 kilos for the pre- 
ceding fiscal year. 

The importance of the fishing in- 
dustry in Philippine economy may be 
gauged by the fact that next to rice, 
fish is the most important element in 
the Filipino diet. As the waters of 
the Philippines teem with the richest 
varieties of fish that can be found in 
any single fishing ground in the world 
of the same area, it goes without say-: 
ing that commercial fishing offers one 
of the most profitable investments in 
this country. 

..Chemical production — The manufac-. 
ture of industrial chemicals, such as 
sulphurie acid, caustic soda, soda ash,, 
chlorine, nitric acid, hydrochloric acid, 
synthetic oil, and fertilizers offers. 
further wide possibilities for invest- 
ment. There is practically no chemical 
manufacturing industry in this country 
at present; all requirements for indus- 
trial chemicals are being supplied 
by imports, which ran to P20,000,000 
annually before the war, and to P40,- 
000,000 in 1946. It is altogether pos- 
sible that these products may be pro- 
fitably manufactured locally, as raw 
materials in the form of limestone, 
salt, fibers, starches, and potential 
sources of hydraulic power. are 
available. The domestic production of 
chemicals will assume greater im- 
portance when the hydro-electric pro- 
jects of the Philippine Government. 


will have been set into operation. Un- 
der Republic Act No. 216, the pro- 
ceeds of the proposed P176,000,000 


loan being applied for from the World 

Export-Import Bank, have been ear- 

marked for the following hydro-electric 

projects; 

1. Construction of complete 
electric power plants at: 
(a) Ambukalao Moun- 

tain Province ... 


hydro- 


P 48,000,000.00 


(b) Itogon, Mountain 
‘Province: se. © 70.000,000.00 

(c) Maria Cristina, 
Lanaou an. seen 23,400,000.00 

(d) Lumot River, 
aounae eerste 6,000,000.00: 

2. Erection and = con- 

struction of a fertil- 
izex® planteen «etree es 28,600,000.00 


OtHT Mater P176,000,000.00 

Of these projects the construction of 
the Lumot hydro-electric plant project 
has been started, and it was announced 
by the National Power Corporation that 
before the end of 1951 the plant will 
be in service and will bring into the 
Manila area its entire 50,000,000 KWH. 
Manufacture of paints and varnishes 
—Paints, pigments, and varnishes were 
imported into the Philippines, before the 
war at the rate of 5,000 tons yearly, 
value at Pi,800,000. In 1946, imports 
of these products reached a total of 
P3,800,000, as against P9,000,000 in 
1948. Domestic production of paints be- 
fore the war was negligible. being con- 
fined to 3 small plants producing 1,500 
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tons a year. The manufacture of paints 
and varnishes appears feasible in view 
of the availability of raw materials suit- 
able for the purpose. Philippine forest 
abound in gums and resins, while tur- 


pentine could be gathered from the 
_Benguet pines. Lumbang nuts produce 
an oil similar to tung oil. In 1938, pro- 


duction of lumbang oil amounted to 
P310,000 for 2,000 tons of nuts. With 
the building boom still going on, which 
promises to gather greater momentum 
as more materials become available and 
costs go dowri, an industry to produce 
paints for local use faces bright pros- 
pects. 

Manufacture of paper products — 
The average yearly importation of 
paper in this country before the war 
was valued at P9,300,000. In ‘1946, 
paper imports reached a total of 
P23,000,000; P38,887,246 in 1947; and 
P44,714,054 in 1948, comprising news- 
print, wrapping paper, book and print- 
ing paper, wall board, insulating paper, 
and kraft paper. There was one paper 
mill operated in connection with a sugar 
‘central before the war, which produced! 
15 tons of cellulose and 10 tons of paper 
per day from bagasse. The possibilities 
for investment in the paper and related 
industries appear bright in view of the 
aivailability jof raw materials in the 
form of abaca waste, cogon grass, bag- 
asse, and wood pulp. Increased local de- 
‘mand for newsprint, book and printing 
paper, paper containers, etc., offers suf- 
ficient justification to the development 
of the paper industry in this country. 
At vresent, there is only one operating 
local paper mill, the one owned by the 
‘National Development Company, and it 
produces only wrapping paper. This 
began operating only shortly before the 
end of June, 1949. 

Manufacture of miscellaneous pro- 
ducts—Opportunities for sound invest- 
ments are also present in the manufac. 
ture of soap and toilet preparations, 
shoes and leather, glass and glassware. 
ceramic and clay products, wooden and 
rattan furnitvre, and vwlastics. These 
products, excevt the last one, are being 
prociuced locally on a small scale. These 
industries are at best still in the handi- 
craft stage, but with sufficient eanital 
and technica] skill they could be deve- 
loped and expanded for supplying local 
demand and for purpose of exvort. 

Local prodvetion of soap before the 
war was 20.000 tons a year, while the 
output for toilet preparations amount- 
ed to ahout P1,400,000. In 1946, soap 
and toilet preparations valued at 
P13.800.000 were imvorted, compared to 
P14.000,000 in 1948. With increasing 
demand for these vroducts. opnortuni- 
ties for investment in this line of 
activity cannot be overlooked. Recently, 
a large American manufacturer of cos- 
metic and toilet preparations establish- 
ed » factory at Polo, Bulacan. 

Shoe manufacturing is an old indus- 
try in the Philippines. There were 3 
plants in Manila before the war vro- 
ducing a combined output of 3,000 pairs 
daily, in addition to about 2,000 small 
shoe-and-slipper making shovs with an 
aggrezate production of 5,000 pairs a 
day. Two of the big pre-war factories as 


well as a considerable number of small 
shops, were destroyed during the war. 
With an increased population, present 
requirements for shoes exceed those 
of pre-war days, thereby necessitating 
additional facilities to supply the de- 
mand. The establishment of a modern 
shoe factory with a productive capacity 
of 5,000 pairs a day, would seem to be 
a good opportunity for investment. Two 
pre-war shoe factories have already 
resumed operation. 

The Philippine bottle-making indus- 
try was destroyed during the war. 
There were 16 glass factories operating 
in 1941, two of which were making bot- 
tles,and their combined output was valu- 
ed at P657,000 a year. Before the war 
glassware imports exceeded P1,000,000. 
Because of the increased demand for 
toilet preparations and for tableware 
and glass containers, as well as the in- 
creased consumption of soft drinks and 
native wines, present requirements for 
bottles offer a bright prospect for in- 
vestment in this industry. A bottling 
factory owned by Don Andres Soriano 
was established recently. 

Ceramic and clay products, mostly 
fire-brick and kitchenware, were im- 
ported into this country in 1946 in the 
amount of P2,400,000. Before the war, 
bricks and tiles valued at P758,000 were 
produced locally. Deposits of clay and 
kaolin as well as chromite are known to 
exist in this country, and with these 
raw materials the production of ceramic 
and clay products could be further de- 
veloped to provide for construction re- 
quirements. 

The manufacture of wooden and rat- 
tan furniture is an outstanding Philip- 
pine industry. The excellent quality and 
workmanship of Philippine-made furni- 
ture are well known. Production of 
wooden furniture in 1938 was valued at 
P4,400,000, while the output of rattan 
furniture before the war amounted in 
value to approximately P1,000,000. The 
Philippines prodvees exceptional kinds 
of hardwoods suitable for furniture- 
making. In 1941, rattan furniture was 
exported to the United States and other 
countries in the amount of P530,595. 
After the war, exports of rattan furni- 
ture amounted to P980,788 in 1946; 
P947,325 in 1947; and P1,311,722 in 
1948. With the present demand for 
furniture to replace that destroyed or 
taken ovt of the country during the 
war, and the possibilities for export, 
there are ample opportunities for the 
erpansion of this industry. 

Lumbering—Lvmber is an important 
item in the reconstruction projects for 
the restoration of numerous public, com- 
mercial. and residential buildings ‘les- 
troyed or damaged during the war. Pre- 
sent requirements in lumber for con- 
struction and reconstruction have been 
estimated at 4,500,000,000 board feet. 
Pre-war production of lumber and tim- 
ber totaled 941,604.499 board feet, 
valued at P46,272,000, of which 754,- 
000,000 board feet were used locally 
and the rest exported to foreipn coun- 
tries. It is believed that if more log- 
ging equipment could be installed and! 
additional sawmills of higher capacity 
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operated, the Philippine lumber indus- 
try covld be brought up to an annual 
production of 2,000,000,000 board feet, 
an output which could cope with do- 
mestic reconstruction requirements. 
With the lifting of the ban for lumber 
exports in late June, a very lucrative 
business in lumber and timber produc- 
tion awaits enterprising investors who 
could put up the necessary capita] and 
provide the ingenuity in intensively de- 
veloping this industry. 
Mining—WPxtensive deposits of gold, 
silver, iron, copper, manganese, and 
chrome are found in the Philippines. In 
addition thereto, such non-metallic min- 


erals' as asbestos, gypsum, sulphur, 
limestone, clay, marble and _ building 
stones, coal, petroleum and asphalt, 


existing in greater or lesser quantities, 


comprise the mineral wealth of this 
country. 

In 1940, the total gold production 
amounted to P76,563,888; chromite, 
P2,661,764; iron, P5,683,728; copper, 
P3,487,701; manganese, P1,287,011; 


silver, P1,874,701. The total invested 
capital in all mines in 1940 was P156,- 
000,000. The mining industry, however, 
suffered considerable devastation dur- 
ing the war, the plants being demolish- 
ed or carried away by the enemy. 

Today, efforts are being made to re- 
habilitate, the industry, but so far only 
a few of the pre-war companies have re- 
ported production. The Surigao Con- 
solidated produced 19,148 tons of gold 
(mine ore) worth P279,253 in 1947, and 
69,473 tons, valued at P1,386,002, in 
1948. Benguet-Balatoc and Taysan re- 
ported no production in 1947, but in 
1948 they produced 406,146 and 5,753 
tons valued at P5,637,327 and P256,729, 
respectively. Atok Big Wedge also pro- 
duced 91,599 tons worth P4,066,494 in 
1947, and 157,146 tons, worth P4,618,- 
016, in 1948. Mindanav Mother Lode 
likewise reported 11,400 tons valued at 
P444,246 in 1947, and 68,700 tons, worth 
P2,670,779, in 1948, 

Of the base metals, Acoje registered 
10,000 tons, worth P330,000, in 1948, 
but none in 1947. Consolidated Mining 
produced 189,499 tons, valued at P3,319,- 
489, and 39,099 tons, worth P4,409,881, 
in 1947 and 1948, respectively. Lepanto 
also produced P2,033,600 worth of base 
metals in 1948 only. 

The valve of mineral production 
totaled P8,109,482 in 1947, and P21,- 
342.324 in 1948. 

The resumption of production of 
high-grade gold, silver, copper as- 
bestos, and lead, and the replacement 
of equipment, reconstruction of build- 
ings and mills, and the development of 
new mines are estimated conservatively 
to require an investment of about 
P40,000,000. The recovery of the min- 
ing industry, which is retarded by lack 
of machinery, equipment, and other es- 
sential supplies, offers an opportunity 
for sovnd investment. 


The foregoing lines of industrial 
activities have been presented, in a nut- 
shell, as suggestive of the trends in 
post-war investment possibilities in the 
Philippines. It was intended merely to 
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Outlook for Progress in the Philippines 


Foreign business interests have 
been attracted by the possibilities 
which the Republic of the Philip- 
pines has to offer but nationalistic 
policies had had the effect of dis- 
couraging many promoters of im- 
portant plans which, if realised, 
would have greatly contributed to 
the overall economic progress of 
the new Republic. In recent months 
however there has been a wel- 
come change of the political mood 
in Manila and more emphasis has 
been laid on co-operation with 
American and European com- 
mercial and financial interests; in- 
vestments in the Philippines are 
actively encouraged by the Goy- 
ernment of the Republic and for- 
eign companies are at present 
studying conditions there with a 
view to developing the resources 
of the Philippines, American busi- 
ness men being most prominent in 
trade, finance and industry in the 
Islands, it is obvious that the 
change of official policy in Manila 
has called for investigation on 
their part. The American (Chamber 
of Commerce of Manila which has 
always championed closest co- 
operation between the Filipinos 
and foreign business interests has 
now, in its Journal, made the 
following two short surveys of the 
economic situation as it presents 
itself today. 


« * * * 


Industrialisation and Government-in- 


business. 


Industrialisation has become a word 
to conjure with. Too often we are 
tempted to think that the industriali- 
sation of the economy will end 
poverty, solve all our economic and 
even many of our social problems, 
and make the country’ great and 
powerful. Grandiose schemes are con- 
ceived, and if outside private capital 
cannot be convinced of their sound- 
ness, why, then ‘the Government itself 
will undertake the projects. There has 
already been an “ear-marking” of 
hundreds of millions of pesos of the 
people’s money for the purpose, mostly 
from the currency reserve, and it is 
planned to borrow hundreds of mil- 
lions more,—-from abroad, if possible. 
or else from the people here . . But 
have we got it? 

Let us remember that a govern- 
ment is actually only what might be 
called a committee of the people, and 
that ‘the limits of what a people can 


Ca es ie ae 
give a general view of the industrial 
resources and potentialities of this 
country, awaiting the capital, technical 
skill, and ingenuity of future investors. 
It would be well, however, for any pro- 
spective investor to make a further 
study of other branches of industry or 
business which may appeal to him, as 
possibly showing even better prospects 
for investment. 


do are the limits of what a govern- 
ment can do, If a people are poor, the 
government must needs be poor. Gov- 
ernment borrowing from abroad is 
generally possible only under special 
circumstances and under guarantees 
that the loans will be productive and 
will ultimately be repaid. Even when 
government bonds. are successfully 
marketed, this is, of course, not the 
end of the matter; they must be ser- 
viced and eventually redeemed with 
money that comes from the people, the 
tax-payers, 

Though government aid 
valuable in initiating new economic 
enterprise,—in a manner which is 
likened to ‘“pump-priming”’’ (one 
throws a little water into a pump to 
start the suction which will draw the 
water from the well, but there must 
be water in the well), the money which 
a government borrows and then loans 
or invests ultimately comes from ‘the 
people. And to paraphrase a statement 
in the last annual report of the Pre- 
sident of the International Bank of 
Reconstruction and Development:— 
Sound investment over the long pull 
must be based on the willing assets of 
the saving public, rather than on the 
power of the tax collector. 

The actual long-range effect of a 
government going into business is not 
to encourage private enterprise,—as is 
said to be the aim here, but to dis- 
courage it. And government-in-busi- 
ness brings in its train all the evils 
inherent in political control over what 
are essentially non-political activities, 
—the usual inefficiency and wasteful- 
ness of bureaucratic organisation, and 
often also graft and corruption; most 
serious cf all, if government-in-busi- 
ness becomes general, it leads swiftly 
to the destruction of democratic gov- 
ernment and the establishment of to- 
talitarianism. 

The topic, however, is not govern- 
ment-in-business, but industrialisation, 
whether by government or private 
enterprise. As a matter of fact. the 
Philippines has been  industrialising 
for many years and this movement has 
in the main been very sound. Accord- 
ing to the census reports, there were 
only some 2000 manufacturing estab- 
lishments in 1903, with a total invest- 
ment of around P36,000,000. In 1918 
there were over 5000 of such estab- 
lishments, with a ‘total investment of 
P165,000,000. In 1938 there were nearly 
140,000 manufacturing establishments 
(individual and corporate), with an 
investment of over P356,000,000. Not 
so much,—but a start. 

Our lumber and sugar and oii mills, 


is often 


desiccated coconut factories, distiller- 
ies, cigar and cigarette factories, 
cement factories, gold and copper 


mines and mills, pearl-button factories, 
—all these are sound _ enterprises, 
established mainly by private capital 
which carefully felt its way and ad- 
vanced only with due caution and 
generally operated economically and 


efficierttly, These enterprises are all in 


line with the country’s natural pro- 
ducts and raw-material resources}. 
therefore they have been successful 
and are paying off. These industries 
are not pleading for any extensive 
government aid, money ito be taken 
ultimately from the people. They are: 


paying their own way. With the ex- 
ception of the cement factories, they 
are producing largely for export and 
are not dependent on local tariffs and 
other forms of protection for their- 
success. All they ask for is govern- 
ment understanding of their position 
and that they be not unnecessarily 
interfered with or taxed to death. 

We should: understand that the: 
Philippines is primarily an agricul- 
tural and raw materials country and 
that this is our great good fortune. 
The country is inestimably rich in na-- 
tural . resources,—fertile farmlands, 
great forests, rich mineral areas, And 


‘tthe country is not over-populated.. 
That means that we are not ines- 
capably compelled to import vast 


quantities of food, in exchange for 
which we are driven to manufacture: 
all sorts of factory goods. If we can 
be said to be driven at all, we are: 
driven to export, but only from our 
great abundance, and in exchange: 
only for what in some respects may 
be looked upon as the superfluities of 
living. That we are not making the 
best of our  resources,—getting as 
much out of them as we might for a 
good life, is another matter. 


Our economic status is not a 
“colonial status” in the disparaging: 
sense. The Philippines is inherently 


far more independent, economicelly,-— 
or could be, than many industrialised 
countries which are small and over- 
populated and poor in natural re- 
sources. Our’ position is that which 
was also, and in a way still is, the. 
position of the United States of Amer-. 
ica, which remains a great agricultural 
country though it has also become the 
geratest industrial country of the world. 
And American industrialisation is based 
on its agricultural and mineral and 
raw-material resources,—just as ours 
here must be if we hope for a sound 
industrialisation. 

Industrialisation should and will pro- 
eeed here, but it should be allowed to 
follow the natural lines laid down by 
the country’s own resources. Some of 
the government projects are sound 
enough,—especially the Luzon hydro- 
electric power and the fertilizer-plant 
projects. For the present, however, the 
greater emphasis should be laid on 
increased production of our established 
world-staples, rather than on indus- 
trialisation. 


The easiest, simplest, safest, most 
natural, and most economical way to 
prosperity is to increase our production 
of rice, sugar, copra, hemp, rope, }um- 
ber, coconut oil, etc.—not the produc- 
tion of products which can be cheaper 
and better manufactured elsewhere. 
The sale of such imported goods here is 
what enables foreign nations to buy 
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our products. If they could not sell 
their manufactures here, they could not 
buy from us what we produce best. 
The local market for locally manufac- 
tured goods would be small, and it 
will probably be many years, if ever, 
before we could compete successfully 
On an even basis with the United States, 
the European countries, Japan, China, 
and India in manufacturing enterprise 
which would cal] for large capital in- 
vestment, highly developed technology, 
and an exceptionally frugal, indus- 
trious, and efficient labouring class. 


Our greatest immediate opportunity 
lies simply in fully supplying the 
quotas granted us under the Bell Act. 
In 1948 we were able to fill only one- 
third of ovr pearl-button quota and 
even only one-third of our coconut-oil 
quota; less than one-third of our sugar 
quota; only one-fifth of our cordage 
quota; only one-thirtieth of our tobacco 
quota, and only one  two-hundredth 
(1/2 of 1%) of our cigar quota! Truly, 
there is no pressing need for a 
“liberalisation” of the Bell Act quotas. 
What we need is more production under 
the granted quotas. Greater production 
will mean a greater volume of exports, 
which will mean more money coming 
in, which will mean g better living for 
all of us, and money left over which 
will naturally seek investment. Let us 
look after this type of production and 
worry about the local manufacture of 
knick-knacks later, some other time. 


Let business attend to business, and 
let the Government go back to govern- 
ing. Let our Government tend to what 
governments are organised to do,— 
maintain peace and order, administer 
justice to every man, and provide those 
few but basic public services which are 
important to all,—health and _ sanita- 
tion, education, ports and harbours and 
roads, an honest postal service. All 
that is enough for any government to 
be responsible for. Let it regulate, but 
not seek to direct and control business 
or go into business for itself, thus com- 
peting with and destroying the ultimate 
source of its revenues. Let business 
itself use its brains and energy and 
capital in those fields in which these 
may, for the present, be best applied. 
And let us give furlough to those 
few psuedo-businessmen among us who 
would use political influence and gov- 
ernmental power to establish them- 
selves in protected positions to push 
uneconomic schemes that would do 
nothing but harm to the country. 


Prospects for Progress 


Perhaps a certain pessimism about 
the future prosperity of the Philippines 
may serve as a_ stimulus to better 
efforts, but to dwell on the unfavourable 
signs, without at the same time noting 
the favourable signs, tends to aggravate 
conditions by frightening people away 
from new ventures and from the ex- 
pansion of existing enterprises. There 
are abundant favourable signs and 
factors, both economic and social, which 
point to a steadily growing prosperity 
for as long a period in the future as 
may be prudently contemplated. 


Rehabilitation. Let us start with this 
nation of close to 20,000,000 people. 
Adter passing through a period of 
enemy occupation, with unprecedented 
destruction of lives and property, and 


universal demoralisation of economic, 
social, and spiritual patterns, the 
Philippines today is a pretty fine 


country compared with the rest of the 
world. Without waiting for government 
aid, private initative on the part of all 
elements started rehabilitation imme- 
diately after liberation. Using such 
scrap materials as were available, 
homes and places of business sprang up. 
A shanty town, perhaps; but that was 
far better than a ghost town. Rehabi- 
litation has continued as rapidly as sup- 
plies of goods became available, and 
nearly all of it through the private 
initiative of tens of thousands of little 
men who did not wait for the Govern- 
ment to help them, men who have re- 
established their lives on a livable basis 
through their own efforts. A nation 
which can go through the ordeal which 
the Philippines passed through, and 
reach the degree of reconstruction to 
be seen today, shows survival qualities 
of the highest order. In this lies the 
greatest promise for continued and 
growing prosperity. 

Peace and Order. Bach year since 
1945 has seen a steady improvement in 
the peace and order picture. When one 
look back to 1900, and recalls that it 
took eight years for the “guerrillas- 
turned-bandit” to be brought under 
contro] and restored to peaceful pur- 
suits, the present-day situation, involv- 
ing ten times the number under arms, 
shows that amazing progress is being 
made. The Philippine nation has shown 
a steady recovery from the emotional 
shock suffered by practically all the 
inhabitants, who either witnessed or 
heard at first hand of the horrible 
atrocities committed against their 
immediate families, relatives, and 
friends. A nation less embued with the 
fatalistic philosophy of life would have 
shown a far more serious dislocation of 
behavior patterns than we have wit- 
nessed here. : 


Filipino Participation in Trade. Con- 
sumer goods are now abundant. The 
shelves of the merchants are once more 
filled. The amateur merchants who 
lacked aptitude for mercantile pursuits 
are being eliminated in the present 
buyer’s market, yet very many  Fili- 
pinos for the first time entering the 
commercial field, have demonstrated 
their ability, and are still in business 
as permanent assets to the community. 
This broadening of the base of trade 
and distribution and the increase in the 
number of Filipinos participating in it, 
through free competition is indeed a 
wholesome sign. It gives us a more 
business-minded community, with grea- 
ter power over the body politic. 


Industrial Progress. New industries 
have multiplied rapidly, not big indus- 
tries alone. Thousands of small new in- 
dustrial establishments have been set up 
which in the aggregate have a marked 
effect on the national economy. The 
experience of the war years developed 
a large class of resourceful men and 
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women who had to improvise to survive, 
and these are the pioneers who are now 
establishing small industries every- 
where. Several large new industries 
have also strengthened the national 
economy: modern plywood plants, a 
steel-window factory, plastics factories, 
rubber-processing plants, a nail factory, 
a modern glass-bottle plant, and various 
other establishments in the heavy- 
industry field have created new jobs and 
increased national self-sufficiency. Des- 
pite the uncertain groping which is 
sure to characterise some of the new 
industrialisation efforts, the people as 
a whole are now more _ industrially 
minded, and this augurs well for future 
progress and prosperity. The sugar 
industry by next year is expected to 
be back to full capacity. This will go 
far toward compensating for reduced 
United States windfall payments. 


Trade Balance. Imports continue far 
in excess of exports. Yet one-third of 
our imports continue to be imports 
needed: to replace items destroyed by 
the war. Discounting this class of com- 
modities, imports and exports approach 
a balance. Increased exports during the 
coming years, together with continuing 
United States disbursements in the 
Philippines, should give us a favour- 
able balance of payments sufficient to 
complete the replacement of war- 
destroyed items, even after war-damage 
Payments cease. Import control has 
been more of a costly nuisance than an 
impediment to the import trade, with 
the exception of a few items. Private 
enterprise had anticipated reduced 
consumer-demand long before import 
control took effect, and orders had been 
Ycorrespondingly reduced. 


Labour. Labour demands have 
brovght wage levels to an index figure 
of about four times pre-war. Wage 


levels seem now to be established at a 
base where they may continue, with 
little likelihood of general increase in 
the face of dropping living costs. Ex- 
cept for the lack of decent housing due 
to war damage, labourers are eating 
better, dressing better, and enjoying 
more luxuries than before the war. The 
gradually declining cost of living will 
be off set by the needs of growing 
families, so no general reduction in 
wages may be looked for. The present 
higher general wage level in relation 
to living costs should add more to the 
prosperity of the Philippines than any 
single post-war factor. Reduction in 
labour costs to meet competitive mar- 
kets will come from greater labour out- 
put per man-hour, rather than from 
wage reduction. The purchasing power 
of the people will therefore continue 
at high levels. 


The Philippines with its immense 
undeveloped resources represents an 
expanding economy, and despite cyclical 
adjustments from time to time to bring 
the economy into balance, the continued 
progress and prosperity of the Philip- 
pines cannot be stopped. Anyone who 
sells the Philippines short fails to see 
the overwhelming long-range factors 
that give assurance of a continued rise 
in the prosperity level for all classes. 
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MALAYAN ECONOMIC REPORTS 


Trade with Hongkong and the Dollar 

Area 

The Governments of Singapore and 
Malaya have suspended the issue “of 
import licences from the dollar area 
which includes for the time being also 
Japan. This measure was taken in 
consonance with the British Govern- 
ment’s decision to curtail US$ expen- 
diture following the reduction of US$ 
and gold holdings of the sterling area 
control pool. Exceptions will however 
be made if essential import items are 
in urgent demand in Singapore and 
Malaya, 


As a result of this suspension Malaya 
will increase its trade with Hongkong. 
In the Hongkong free exchange market 
US$ can be procured although at a 
heavy premium and American, Cana- 
dian, American account countries’ and 
Japanese commodities can be purchas- 
ed for eventual re-export to Malaya. 
The expansion of Hongkong-Malayan 
trade is however dependent on the 
issuance of licences by the authorities 
in Singapore and Malaya and it may 
be supposed that only a limited quan- 
tity of American, Japanese etc. com- 
modities will be admitted. It is an 
expensive business for a Singapore 
merchant to order goods in the US, 
via Hongkong, paying a premium of 
more than 50% over the Official ex- 
change rate. Although payment for 
American goods is tendered in Hong- 
kong in sterling, actual payment is al- 
ways to be made in US$. The more 
American goods are imported into 
Hongkong for re-export to Malava the 
higher will be the premium on un- 
official US$. It is therefore in the in- 
terest of the sterling area to curtail im- 
ports from the dollar area irrespective 
of the mode of payment. 


During the last 2 months in which 
Hongkong-Malayva trade of dollar area 
commodities has been permitted by the 
authorities in Singapore and Malaya 
only about Mal $4 million worth of 
such hard currency goods have been 
imported into Malaya. These goods 
consisted _ chiefly of nylon stockings, 
plastic goods and cosmetics from the 
US, cameras from Japan and watches 
from Switzerland. 


US$ Allocations by Singapore Govt. 

Singapore Government has no inter- 
tion of making any cuts in essential 
dollar expenditure, nor will there be 
any reductions at present in U.S. dollar 
exchange intended for legitimate busi- 
ness on essential trave) in the United 
States. 


Excluding the financing of imports, 
U.S. dollar exchange is normally 
granted for the following purposes: 


Transport and handling charges on 
goods owned by residents of Malaya 
exported by residents of Malaya ex- 
ported or imported in American-owned 
ships or ships chartered by American 
companies; 


Reasonable agency and advertising 
expenses in the US necessary to fos- 
ter Malayan trade; 

Insurance premiums in respect of 
policies written in U.S. dollars. This 
does not apply to life policies taken 
out by residents of Malaya after Sep- 
tember 1939; insurance claims payable 
by resident insurers to non-residents 
in respect of claims under policies 
written in U.S. dollars; 


Royalties payable under agreements in 
respect of film earnings, copyright and 
patent fees; maintenance of property 
in the U.S. belonging to a resident of 
Malaya, where it can be shown that 
the income from such property does 
not meet expenses; 

Rents from properties, and interest 
and dividends on investments in Ma- 
laya in the beneficial ownership of re- 
sidents of the United States; 


Educational purposes in the United 
States for residents of Malaya; annui- 
ties and pensions due to residents of the 
United States; payments to beneficia- 
ries who are resident in the United 
States under wills, trusts and settle- 
ments; 


Compassionate payments; profits 
earned by branches or wholly Ameri- 
can-owned subsidiary companies of 
American firms; claims for non bona 
fide delivery of rubber; individual sub- 


scriptions to magazines and news- 
papers 
Rice Situation 

A longterm policy to deal with 
Malaya’s problem of rice cultivation 


is vital, was. stated by the former 
Director of Drainage and Irrigation, 
Malaya, Mr. W. Grantham, in his an- 
nual report and he warned that at the 
Eresant rate of development Malaya 
could expect in 10 years to have to 
import 300,000 tons of rice a year at 
a cost of Mal. $400,000,000, or exactly 
double what is imported at present. 
Mr. Grantham suggests that Malaya 
ean never be _ self-supporting — in 
rice but can ovroduce 50 per cent of 
her total consumption at. the end of 
10 years by improving irrigation works 
ever 250,000 acres, developing higher 
vielding straing and cultivating 350,000 
acres of new land. This 10-year pro- 
gramme would give an _ additional 
30,000 tons of rice from improvements, 
30,000 tons from higher yielding strains 
and better irrigation, and 175,000 
tons from development of new areas. 


The present allocation of loan money 
for drainage and irrigation works is 
cnly sufficient to maintain the present 
tempo of work for the next three to 
four years. Unless further funds were 
forthcoming, at an annual rate of $5 
to $6 millions, it might not be possible 
even to maintain the present 35% 
ratio betwe2n local production and 
imports. 


Since the Drainage and Irrigation 
Department _ was formed in 1932 es- 
pecially to improve and expand rice 
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production, the gretaest barrier to 
progress had been an absence of long- 
term policy—and funds. A hand to 
mouth method of provision of funds 
must inevitably result in a hand to 
mouth existence in rice supplies. 


1948 was a year of progress. By the 
end of the year modern irrigation 
facilities had been provided for a fur- 
ther 125,000 acres of existing land and 
the development of a further 65,000 
acres of new land. Three large scale 
surveys were carried out—in Sitiawan, 
the Endau plain, and th Kelantan 
plain, the last ending in an aerial re- 
connaissance, The surveys indicated 
that the scheme to add to rice areas 
in Kelantan by means of a barrage 
scheme on the Kelantan River was 
impracticable, and the scheme for 
utilising the waters of the Endau or 
Sembrang rivers for a joint scheme 
covering Pahang and Johore was also 
impracticable. 


Unless there is a change of habit in 
diet and the rate of increase of popula- 
tion declines, it is evident that Malaya 
can never become self-supporting in. 
rice as the requisite area of suitable 
land available for development prob- 
ably does not exceed 700,000 acres. 


Real Estate 


Prices of land, particularly vacant 
and Seaside properties, are rising; new 
office buildings have affected the values 
of adjoining properties. For instance, 
the ten-storey Hongkong and Shanghai 
Bank building in Orchard Road has 
automatically increased the value of 
adjacent land to Malayan $10 a square 
foot, an increase of $2 on the previous 
valuation. The bank paid $15 a square 
foot for its site. 


More people are building their own 
houses as material becomes easier to 
obtain. Consequently, prices of vacant 
land have increased in some cases by 
more than half. Speculators have 
also increased prices by buying blocks 
of land and reselling them in smaller 
lots, sometimes with houses. Rent re- 
Strictions do not apply to the new bun- 
galows. With the announcement that 
a Satellite town at the seventh 
milestone Bukit Timah Road has been 
recommended to the Government, the 
values of land in the area rose from 10 
cents to about 35 cents a square foot. 
There is a popular demand for seaside 
Properties which are preferred to ex- 
clusive residential areas such as 
Tanglin. Seaside land fetches prices 
ranging from 70 cents to Mal. $1.10 a 
square foot .and for building plots 
hetween 60 and 80 cents a square foot. 


Rubber land in Singapore is still 
about $500 an acre, but in Holland 
Road rubber land has changed owner- 
ship for $4,000 an acre. This land is 
intended for housing development. 


Tin Price 

As from July 11 the price of tin ex- 
smelter in Singapore and Penang has 
been reduced to £553. 10 s. a ton — 
a reduction of 10s. The reason for 
this reduction is the increased cost of 
realisation incurred by the Ministry of 


1949 


Supply in the United Kingdom, which 
is the sole buyer of tin produced in 
Malaya, The price of £553. 10s a ton 
will be maintained until further notice. 


Tin & Other Minicg 


The total production of tin-ore in 
April, May and June was 18,266 tons, 
as compared with 17,021 tons for the 
first quarter. 

Coal production showed a consider- 
able increase, 103,640 tons being pro- 
duced in the second quarter of the 
year aS compared with 89,476 in the 
first quarter. 

Exports of ilmenite and production 
of gold also rose. during the second 
quarter 2.965 troy ozs. of raw gold 
were produced, aS compared with 
2,533 in the first quarter and _ 5,500 
tons of ilmenite were exported, as 
compared with 3,815 in the first 
quarter. 

Other mining production in April, 
May and June _ included 139 tons of 
iron ore, 258 tons of china clay, 
tons of wolfram and nine tons of 
scheelite. 

Exports of tin-ore concentrates for 
the quarter in long tons were: April 
5,922; May 5,976; June 6,658. 

The figures for tin metal content 
were: April 4,442; May 4,482; June 
4,993, making a total of 13,917 long 
tons. The total of tin metal content 
for the first quarter was 12,818 long 
tons. 

Duty paid in the second quarter of 
1949 amounted to Mal. $9,365,398. an 
increase of $672,816 over the first 
quarter. The average assay value of 
tin was 75 per cent. : 

The number of tin mines and dredg- 
ing units operating varied during the 
period. In April there were 626, in 
May 634 and in June 643. Of the total 
of mines and dredging units operating 
in June 104 were operated by Euro- 
peans and 539 were Chinese mines. 

The total number of persons employ- 
ed in all types of mines in June was 
50.918. Of these 2,215 were in coal 
mines, 640 in gold production and 
1.948 in types of mines other than tin. 


Conditions in Burma 


Burma’s economy continues — to be 
-weakened by the civil war which en- 
gulfs most of the southern half of the 
eountry. Surface communication is dif- 
ficult in most areas and completely in- 
terrupted through the Prome areas held 
by the ‘Peoples’ Volunteer Organiza- 
tion” and the Karen-held Toungoo area. 
Exports other than rice continued to 
decline. Burma negotiated with three 
Commonwealth countries—United King- 
dom, India, and Pakistan—concerning 
the terms of financial aid which it needs 
to offset its budgetary deficit. 

Rice shipments continued to hold up 
surprisingly well. May shipments 
totalled 143,586 long tons of rice and 
7,845 tons of bran. Rangoon shipped 
89,768 tons of this total; Bassein, 
34,608; Akyab, 15,185; and Moulmein, 
11,920. Burma’s exports for the first 5 
months totaled 679,686 tons of rice and 
22,157 tons of bran. If the State Agri- 
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cultural Marketing Board shipped 
100,000 tons of rice in June as planned, 
Burma will fall only 8 percent short of 
its IEF'C export quota of 850,000 tons 
of rice for the first half of 1949. This 
record is much better than was expected 
earlier in the year when the Burmese- 
Karen fighting broke out. 

Burma’s other exports did not fare so 
well. Rangoon sawmills are practically 
out of teak logs to mill for export. The 
large Bawdwin and Mawchi mines are 
unable to ship to Rangoon their stocks 
of ore and metals produced. The 
Burmah Oil Co. has reduced the output 
of its Chauk topping plant to 20,000 
gallons of gasoline a day because of in- 
ability to distribute petroleum products 
in central Burma, 

Burma’s internal-transportation con- 
ditions are still chaotic. No major sec- 
tions of the railroad are in operation. 


Many bridges have been destroyed. The 
Inland Water Transport Board’s river 
boats are only able to operate up the 
Chindwin and up the Irrawaddy north 
of Pakokku and with naval escort in 
the lower Irrawaddy Delta area, Be- 
cause of the great demand for gir trans- 
portation, the Union of Burma Airways 
now has 14 foreign aircraft on charter 
to supplement the services of its 3 
Doves. 

The Government announced plans to 
introduce the Union Mineral Resources 
Bill, which would amend section 219 of 
the Constitution so as to invite foreign 
enterprise to exploit and develop 
Burma’s mineral resources. This repre- 
sents a sharp departure from previous 
policy and’ reflects an awareness of the 
need for foreign capital and technical 
know-how to develop the country’s re- 
sources. 


SL RR A SB 55 REIS SEDAN is aa TaD 


Indochina: Industrial Production 

ee ee Se ee ee ee ee eee es 
1938 1948 
UNITS Monthly Monthly 1949 
Average Average March April May June 
ee Ke a eee eee eee 
Coal, Tonkin .... 1.000 T. 194,6 29,6 41,6 35,8 28,0 24,5 
Cement, Tonkin op 22,2 8,1 17,0 10,2 9,9 11,4 
Alcohol, 

Cochinchina .. 1.000 1. 1.830 4941 805,4 533,2 534,0 433,2 
Cambodgia .. __,, 350 597,7 789,9 685,3 682.3 — 
Beer, Cochinchina 1.000 Hl. 4,2 13,4 19,4 21,4 19,5 16,8 
White Sugar .... Tons 1.500 79 175 §1 140 124 
Red Sugar ...... “s 2.170 1,240 965 705 456 166 

Salte 7s ees, ‘5 3.072 $42 — 52 — = 

Tobaccow ] ec nelo. = 278 297 390 3438 340 292 

Oxyevene, icine. 1.000 m3 10 18,3 24,6 13.0 —_— — 

Acetylene dissolved _,, 2,5. 8,0 9.8 8,7 — —— 

Indochina: Aviation and Shipping 
1948 
Monthly 1949 
Average March April May June 
SAIGON AVIATION RETURNS 

(Number of Craft ...... 58 62 51 90 45 

Arrivals (Number of Passengers . 790 980 733 896 wa 
(Breight, tons) ea") osm = 50,1 59,1 59,4 66,7 61,9 

(Number of Craft ...... 59 64 54 89 73 

Departures (Number of Passengers . 839 1.194 1.047 Prs2 956 
(Bireighty tons a ..neace: 50,9 layla) ae) 60,9 58,3 

INDOCHINA DOMESTIC AVIATION 

(Number: ofsCratt oes 1.073 1.504 1.626 1.597 1.711 

Arrivals (Number of Passengers . 8.566 10.313 12.527 10.756 1.276 
(@reight, tons= 65.5002. 414.4 670,5 705,0 710,6 995,7 

(Number of Craft ...... 1.069 1.518 1.615 1.606 1.726 

Departures (Number of Passengers . 8.665 10.935 12.614 10.970 11.871 
(Breight,, tons) accuse ass 453,8 720,9 825,6 763,5 713.3 

SAIGON PORT: SHIPPING RETURNS 

Arrivals (Number of vessels ..... 46 48 59 51 49 
(Tonnage (1,000) ........ 123,8 101,3 169,1 1314 143,9 

Departures (Number of vessels ..... 46 53 55 54 51 
(Tonnage (1,000) ........ 119,9 110.3 153,8 133,5 154,1 
Cargo discharged (1,000 tons) ...... 53,8 64,5 88,9 64,3 61,0 
Cargo loaded (1,000 tons) ........... 45,8 34,6 47,3 34,7 49,6 


‘ 
918 FAR EASTERN ECONOMIC REVIEW August 18 


INDOCHINA IMPORTS & EXPORTS 
FOR THE FIRST QUARTER OF 1949 


IMPORTS 0 LE et ee eee eee 
1933 1948 1949 First 
* UNITS Monthly Monthly Three 
Total. Tonnage .....00..ssseee 1,000 Tons 40,8 29,3 33,6 19,7 32,8 43,1 95,6 
Piastre 
Total’ Velie! et O..aceeee onic 1,000,000 16,2 196,6 141,5 190,6 221,8 276,4 688.8 
WOLUMGrINGexX) cia. snciemenn ae 100:1938 100 117 109 99 107 136 ll 
Price plndex casi acts. heh ae 100:1939 84 1.084 863 1.274 1.344 1.299 1,306 
; ; Principal Products a 
Live Animals: .x2sd sehen « Tons 222 263 124 364 106 236 706 
IMilKeProduets eennmcns dense S 477 304 103 276 301 442 1.191 
Wheat whlourentcan ven Arie ioc s 2.017 611 55 350 1.163 1,918 3.431 
POLALOES aN: dominos paar 2 387 549 367 538 914 923 2.375 
Sugar ues ween eee 120 940 2.359 7 8 6.452 6.467 
SLOWACCO. es aroha eaves «i ‘ 342 283 380 277 273 371 994 
Wewetaplesiuusct ute ouisiieic: sce ‘3 1.352 530 454 230 206 250 686 
BibIe "Gilg hc ceca oceenss . 37 67 — = 1 = 1 
Wines & Liquor ............. 5. 827 1.011 951 338 308 557 1.203 
POICIUGR ah iia Ge Past cen: n 65 226 290 120 134 165 419 
Gaccline ee eee a 6.046 4.744 5.555 2.925 4,197 7,223 14.345 
Other petrol products ........ a 3.555 2.730 2.582 2.020 11.755 8.911 22.686 
1a hy SMa Goucas onan ououny ‘3 3.736 1.447 838 2.266 2.180 2.308 6.754 
Co a ae ari a 4 52 77 61 47 51 42 140 
Medicinestat: es... senmoneaie. 4 32 133 113 206 85 64 355 
Cotton Yarn ......... Seat be 159 119 132 31 116 70 217 
@Othenmevarns Vs... 8 d.c% 61. Seas fe 154 60 75 10 51 49 110 
Tuitembagsar a: Gees sax cite alas EA 1.733 418 570 809 277 348 1.434 
Cotton fgo0ds iki ih isseneee ee eee - 673 509 449 516 752 592 1.860 
Othermfabrics se. sukecuse. oo ok E 1.911 84 44 106 92 93 290 
OBOE Birches oth diviers » So 6Bbeskie nsn'e ? 976 1.384 1.004 1.129 1.272 688 3.089 
Machines, tools ..:........... 5p 587 933 1.845 596 531 980 2.107 
IMetalie goods uteri a4) ve cass cts é 1.064 1.113 1.603 943 1.060 888 2.891 
Rubber goods) j-Aiig.cccesiesss 4 140 218 130 116 146 128 390 
Motorcycles, bikes ............ ss 77 124 40 136 74. 136 346 
Motor cars & parts .......... Es 269 715 582 57 543 1.273 1.873 
Hive PAIN als Ieee deters’ e/> Piastre 1,000 38 4.055 2.218 3.859 1.326 3.053 8.238 
Mile Products’ oes. 0 eah . 373 Dri 1.683 4.387 4.692 6.012 15.091 
WheatrHour es S06) aeons i 330 1.478 199 L072 3.143 5.263 9.578 
Potatoes: nae cite see cat tees 3 31 1.140 926 1.401 2.150 2.036 5.587 
Stigartee: aia) Vest les Seen ol 24 1.770 3.491 19 21 23.268 =. 23.308 
Mopacco™. cscs eee. " 335 3.798 4.122 5.583 3.286 4.664 13.533 
Vegetables ................54. 3 166 3.779 3.102 1.882 1.760 1.748 5.390 
Edible Oils~sebecwchec.cs ves é 24 688 — 6 38 4 48 
Wines & Liquor ........-..... e 293 7.672 6.734 3.604 3.045 5.460 12.109 
Site PR RS erie non, a 96 3.570 3.817 2.271 2.992 2.996 8.259 
aT Re P E Nl n*: . 644 3.197 3.272 3.146 3.496 5.798 11.9 
Other petrol products ......... 5 218 2,386 1.678 2.782 11.090 9.490 33,008 
Iron & BSUOOE wiih s Susie t akecs if 786 3.341 1.678 4.704 6.335 7.254 19.264 
Cosme! {icici eee eet Ree - 101 2.377 1.566 1.645 1.487 1.534 4.666 
e eticines aay Eee Raa i 199 5.611 5.420 6.220 5.137 4.168 15.525 
Ca ON etait, cat ee eee - 317 3.705 3.868 3.590 4.730 4.171 12.491 
¢ SDR Vari Swan Etnies. is é 494 2.101 622 524 983 3.460 4,967 
Jute Dagsne yin cee ‘e 532 2.225 2.878 8.149 2.721 3.527 14.397 
Dion - B00dS 4.0 oan eS F 2.046 26.490 18.980 39.765 56.951 43.573 140.289 
omer PADTICS Hy 5). aicrccorcias hale ore . 1.513 10.217 3.929 13.026 12.292 13.179 38.497 
BOT siaide no Sten seedy « 593 12.603 8.102 9.275 9.678 6.760 25.713 
Machines, tools .............. - 1.146 16.705 9.714 15.569 16.371 21.149 53.089 
Metale ood sme esa ne nna . 745 * 9.304 6.096 10.836 10.028 11.831 32.695 
Rubber g00ds,.. Ss. seis nee os * 285 3.934 1.999 2.640 3.636 3.681 9.957 
Motorcycles, bikes ............ x 152 5.242 1.198 6.360 3.057 5.957 15.374 
Motoricars: éc parts ven 2 cme a 556 10.120 7.244 1.676 11.138 28.060 40.874 
on ’ Principal Countries of Origin 
CME ns so Googe DJ OOD OEICS Geo 1.000 Tons 4 10, ny) on 8,4 8,8 
[French Empire .............. . 1,7 2,0 03 0.3 0.3 6,7 y 
U.S AL eevee = 2'2 4,2 2,4 1,6 6,7 71 isa 
LED io: wirastalten parte) i's) cus, erwlane! a) wr eeehate ot 9 a IEPs} 0,4 0,1 0,3 0.3 03 
pocerone Rae ae hate . 38 0,2 0,1 0.5 : : 08 
Ssla pace , i ; : an [a ae 
chine Sh Packet sn eel Vers ens clavate» re 7.5 5,8 8.5 33 8,4 10.5 222 
rey pepteg ae arage one Sipe ges ’y 2:5) 1,0 0,7 Ua 0,5 05 21 
Meese oon. aera, Se Piastre’1.000 8.48" 123.190" oe a _ 0,2 06 
French Empire ............... ed : Ga8 5.271 Be eT eit TD ole 456.163 
vu. age aie aa = 816 24.862 13.976 10.250 24.679 $30b5 date 
Pes math aca ae oNcnera «|G ae oaN " 462 2.381 342 3.371 2752 3°48 514 
Hongkong... ees eeeeeeees i 1.195 ye 22 5.249 245 105 ae 
China) eat ete Se SE 4 t ; one 5.935 7.764 16.373 
- 1.192 8.943 5.824 7.668 7,427 7.437 22.532: 


Siam! “sctiwanioee een ieee 7 300 5.280 3.897 1.291 1.649 2973 5012 
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EXPORTS 
3 1938 1948 194 i 
UNITS — Monthly Monthly : Bids 
Average Average March January February March Months 
Fotal ‘Tonnage: .c.s5. aie... 1,000 Tons $32.0 oe Sib = SS) cl gl buts cas aee> 1b ee 
otal Valuewiistns aeean «cde eased 23,7 97,7 76,3 133,0 118,3 68,9 320,2 
iastre 
SVOLUIMO MOCK, cyelanxs citrate s aft 100: 1938 100 39 40 45 Shit 23 35 
ED] COLIC esccmohes oaeyes.cantette nee aici 100:1939 103 925 713 1.088 1.166 Wie 1,122 
Principal Products 
Raw Hides | Parse RE Pr eS Tons 197 92 197 125 86 88 299 
Fish, salt, MEE chee Mud 6. 60k R618 bas nga By 2,683 182 319 63 416 51 530 
PISHVOI Monee sec che atone FS 79 163 311 25 268 169 462 
IRE V CRCUSDICS Mier cin cet cree nies PO 358 746 1.208 151 211 1.095 1.457 
NOL Hongkong & vice ca. cca 3 87 628 929 140 137 577 854 
SONI eS DOLE Ses arenas. ” 264 41 = = a as = 
Maize Cite aerators tau bie id saa ate n 45.668 3.899 —— 7.091 1.236 — 8.327 
UO A LANICG edie ices cesernig eraers wens se 43.130 2.699 —_ 7.091 632 _ 1.723 
MOKA N ag eineseSeisuucds rs 1.176 867 = age =e a oe 
Rice CATZO oe cece eeeeseeneees ” 5.774 458 1.119 1.584 247 337 2.168 
RICey White #. rcstuccs ates air oe “0 56.066 11.981 13.198 TSS 7 10.288 4.105 25.750 
to France ... Sponooonnnnonn ” 26.971 1.850 — 3.564 5.135 3.449 12.148 
to French Empire so eeeeene a 4.865 5.706 12.018 6.755 _ —_ 6.755 
Wo UMOn RONG” Siciriareeries sre a 12.066 999 —_ 198 _- — 198 
MOM ANOIA” a. tis areseyeemeneici en seeuehoe r, 55 822 _ 544 _ = 544 
tO USINGAPONS a .cis,iasieicisre sieieies ” 1,824 2.150 792 271 5.153 644 6.068 
BrOKeN. KiCO.. wicienis std ete eee —_— 1.624 _- 2.475 1.916 ‘2.524 6.915 
to French Empire .......... — 1.602 _— 2.475 1.916 2.524 6.915 
OPTION SKONE 55, cise cievnicisieersrrate — — — — -- _— _ 
Other Rice Products .......... 14.595 5.336 3.451 3.186 5.082 3.574 11.842 
PODDER eiiles cise oc, tome craters 4 460 117 130 3.186 aby, 2 3.205 
GOBER VATICC M cays aie cieicusieisrs*xeisi@ ois i 213 99 129 115 12 2 129 
LOAD ianexciavetuieistovate outer mean 7 164 24 5 18 56 23 97 
RUDD Si eranarereis cote jateis.:a ye; cisvareverne Vane sa 4.835 3.506 2.447 6.120 4.772 2.894 13.786 
TOS ETANGCE icasvers we ors.ers basterorauye A 1.440 2.851 2.222 4.936 4.759 2.297 11.992 
COMMU uPas) osiaisieloernatemesionnens # 1.745 331 —_ _ _ 402 402 
Kapolei pte iore sicbosatataraoyorers 7 316 204 188 40 40 _ 80 
Cement) Safac swe cys as <retelomyevensts 5 12.125 2.076 1.990 3.774 6.011 509 10.294 
COAL WN. maton. «.< inyaiterttane, sicre! ES 131.733 5.748 2.250 527 742 150 1.419 
tODCHING errata bide caycrsiwarenie ave Pr) 16.064 346 _ _ — = = 
ombongkong) vy. cisiets «to «llssereisie P 37.114 2.246 250 _— 742 150 892 
COVIaPAN is..t eeaectncids once’ s 11.327 845 — 527 _ _— 527 
ton France ..« screens ne “ 56.087 1.942 2.000 — —_— — —_— 
Piastre 
RAW GEUICES: Seis yaiets overchoteeetatn aie 1.000 150 1.266 1.843 2.066 1.813 1.314 5.193 
Mish, salt Maryse Aree a eetca:: BS 591 924 950 754 1.303 407 2.464 
ASH MOLL Pha temeten tense c orale Setarelers oh 9 579 1.067 130 1.133 639 1.902 
Dry. vegetables: Aascsasceces =o 3 64 4.051 7.358 870 1.307 6.287 8.464 
Maize acces cet ce ce sie 4 4.190 6.171 an 10.784 1.247 am 12.031 
COLQOe wrisiertiniciereie a sia ” 518 550 1.374 1.851 289 393 2.533 
Ricemeaw bite ceteris oe ‘ 5.945 27.962 25.113 29.609 30.980 12.305 72.894 
Dickont, Soe :. ate 3.651 — 5.875 4.871 6.410 17.156 
OCW Ot « aieretensiaist sy onstsise1s 4 1.723(1) 5.574 3.976 2.302 2.989 4.632 9.923 
IPEpper ai fet cia: wictaertiaien sievete crate 3 143 2.779 2.839 4.471 786 135 5.392 
LOAUES. Siti Risto ciel sis. «taiGiots ieie ” 180 559 34 574 1.915 €91 3.180 
RUD DO Ties saath os oelielei oats. « feleve! ois, eunite - 4.173 25.757 13.551 54.776 48.878 24.175 127.829 
apOkteetias Ais ee nee . 183 1.527 1.162 429 452 — 881 
IGeMMent Mates o's ctelels vie eo sive ade siete Fr 214 1.056 976 2.040 3.236 267 5.543 
SOA. aeteniate scare arthatenel e's wneionens Fr) 1.025 1.563 502 259 316 81 656 
Principal Countries of Destination 
LANCE | Meira. Monk ert ees 1.000 Tons 110,3 11,0 10,2 16,8 11,6 6,9 35,3 
Brench Empire. desetsto.ten ms 11,6 8,7 12,3 9,4 2,1 2,6 14,1 
USUI Re, Serio ae cated Fe 2,5 41 0,5 —— = 0,4 0,4 
On eKOn geen ste. cutentosiner ne ore 5 47,1 5,3 4,1 4,6 6,2 3,6 14,4 
SIMGAPOLE ss hee ae eee A Din? 8,5 5,3 8,8 1333 4,9 27,0 
(Nina weet Neel ae oe exe ys 41,2 3,6 0,1 _ —_— — — 
Qin cigcks cota ona aas oto ot ) 2:2 1,2 1,7 1,0 0,9 0,8 Qin 
Piastre 
ME LETICE WA ramets lose oie. oers evarate aus: olat 1.000 aS ia 42.644 29,241 78.074 78.050 36,274 192.398 
French Empire’? 3.07.0) sic sles +15 s W357 17.254 24.242 23.307 6.634 7.019 36.960 
Us S.A 3 2.078 2.245 795 —_ 70 3.840 3.910 
Hongkong iD 2.330 11.182 11.334 6.903 8.038 10.919 25.800 
Singapore if 2.455 9.414 6.568 15.203 18.784 6.817 40.804 
Chinal si. 3 637 2.061 327 7178 301 461 1.540 
122 3.698 3.021 7.143 5.453 3.551 16,129 
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Reports from Japan 


(From our own Correspondent) 


The Zaibatsu 


SCAP now claims to have completed 
one oi its most important schemes in 
the reorganisation of the Japanese in- 
dustrial set-up,—the breaking up of 
the Zaibatsw and monopolistic prac- 
tices. The Deconcentresion Review 
Board has been studying the situation 
from every angle for rather more than 
a year and its recommendations have 
now been completed and submitted to 
Headquarters. The system of mono- 
polies made great headway in Japan, 
especially during the immedia‘e  pre- 
war years when the larger business 
concerns gained exclusive control of 
certain industries on the grounds that 
industrial- development was thereby 
greatly strengthened. The passing of 
these concentrations of industrial mono- 
polies will not be lamented, especially 
as it is claimed that no immediate ill- 
effects will accrue from the reforms 
now set in motion. As a matter of 
fact, although several hundred firms 
were originally on the list for inspect- 
ion as. regards affiliation with the 
Zaibatsu, this number was eventually 
reduced until finally only twenty to 
twenty-five firms were earmarked for 
reorganisation, and from this number 
only eleven have been recommended 
for large scale reorganisation and two 
for complete reconstruction. It is felt 
that with the breaking up of the mono- 
polistic system, Japan has _ definitely 
severed all hindrances towards greater 
freedom in competition. 


Japanese Technicians. 


Another important departure was 
made by SCAP recently when it an- 
nounced that foreign firms would be 
permitted to employ Japanese techni- 
cians, the only stipulation being that 
‘the country of destination must en- 
dorse any request for a Japanese em- 
ployee. This new departure, while it 
will in itself make little difference to 
the general industrial position, is in- 
teresting in that it establishes a pre- 
‘cedent by allowing Japanese to take 
up residence abroad. Some time ago 
Japanese trade agents were permitted 
to establish tremselves in various im- 
portant industrial centres; this new 
concession is a further step towards 
a general lessening of restrictions. 


It is naturally too soon to know 
whether this new ruling will be made 
use of to any large extent, and at the 
moment there is no report that there 
has been a rush to engage Japanese 
technicians although a few are already 
established in India which has been 
importing a large amount of Japanese 
machinery. It is anticipated, however, 
that within the next few months the 
demand for Japanese technicians may 
increase especially from those coun- 
tries which, under various trade agree- 
ments with Japan, are importing large 
~uantities of machinery, 


Japanese Shipping. 

It is apparently agreed by SCAP 
that Japan must be allowed to expand 
her merchant navy, though ito what 
extent will not be known’ until the 
Far Eastern Commission makes its re- 
port on what is considered a reason- 
able allowance for commercial ton- 
nage. 


At the same time a certain amount 
of construction thas been going on 
as well as salvage and repairs so that 
Japan now has a merchant fleet of 
1,536.700 gross tons as compared with 
the 800,000 gross tons at the end of 
the war. There are also some 117,500 
tons of steel ships under construction, 
but even with this increase it is felt 
that Japan must be allowed to augment 
the mterchantt tonnage still further. 
Japanese shipyards have a capacity 
production for 600,000 tons of steel 
ships some of which could be used for 
export during the present year, but 
the difficulty of obtaining sufficient 
supplies of steel is at the moment a 
serious handicap. Some 71,000 tons of 
steel vessels are being built for Rus- 
sia, Norway, the Philippines and Denr- 
mark. 


Siam. 


Some weeks ago we mentioned the 
Siam-Japan trade agreement, ‘which 
was signed last December. It was only 
a comparatively short time ago that the 
first shipment of Javanese locomotives 
and railroad equipment left this 
countrv: Siam has, however. already 
despatched to Japam under the terms 
of the same treaty over 50.000 tons 
of rice. The locomotives and railroad 
stock were part of the recivrocal trade 
agreement which also includes iools. 
electric mcvors, textiles, ceramics and 
cther goods. Ancther shipment is 
scheduled to leave shortly. This trade 
is conducted at the official rate of 20 
ticals to US$1 as compared with the 
previous free market rate of 22 ticals 
tc US$1. 


Tea Productior, 


The Japanese Government has a 
five-year plan for the production of 
tea, under which a million acres will 
be devoted to tea cultivation by 1953. 
This should produce 380 million lbs. 
of tea leaves. At present 12 million Ibs. 
will be exported this year, increasing 
to 15 million in 1950. 29 million in 
1951 and 25 million in 1952. 


Export Trade. 


Japanese manujadturers are faced 
with something in the nature of a 
slump in the export trade at the 
moment, and stocks are piling up in 
their warehouses, The fixing of the 
foreign rate of exchange at 360 yen 
to US$1 is chiefly blamed for this 
situation, as purchasers abroad find 


prices too high as a result, especially 
as falling prices are the rule at the 
moment. Some firms are working not 
more than 60/70% of their capacity. 
In January of this year, export con- 
tracts amounted to US$111,304,000, 
whereas they only totalled US$24,227,- 
000 in May. Great Britain during May 
was Japan’s best customer followed by 
the USA, and sales +o Britain and 
the Sterling area continued firm dur- 
ing June and July, in spite of the 
embargo upon purchases in US dollars; 
it is feared, however, that very soon 
a reaction will be felt as the Sterling 
erea tightens up in this respect. 


JAPANESE TEXTILE PRODUCTION 


(Yarn in 1,000 lbs; cloth in 1,000 
square yards). 


April May 
Pure cotton yarn 28,402 28,118 
Cotton waste yarn 88 61 
Cotton cloth: 
Independent 
weavers 35,414 39,271 
Spinner 
weavers 36,139 37,955 
Other weavers 46 65 
Number of spindles: 
Installed 3,595,732 3,607,304 
Operable 3,517,200 3,527,792 
Operating 
(Month-end 2,528,901 2,709,985 
(Average 2,483,482 2,472,940 
Number of looms: 
Installed 
(Independent 
( weavers 157,788 159,200 
(Spinner 
( weavers 43,982 44,373 
( Total 201,771 203,573 
Operable 
(Independent 
( weavers 155,599 157,088 
(Spinner 
( weavers 42,827 43,002 
( Total 198,426 200,090 
Operating 
(Independent 
( ‘weavers 71,991 70,341 
(Spinner 
( weavers 29,839 31,276 
( Total 101,830 101,617 
Number of operatives: 
Working 
(Spinning 
( mill 51,519 52,869 
(Independent 
( weavers 76,982 715,297 
(Spinner 
(weavers 30,247 31,037 
Filament rayon yarn 5,702 5,934 
Rayos staple 4,474 4,616 
Spun rayon yarn 2,996 3,394 
Filament rayon cloth 9,045 10,569 
Spun rayon cloth 4,851 5,002 
Filament silk cloth 9,424 9,316 
Spun silk cloth 1,192 1,153 
Silk mixture cloth 1,971 1,980 
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Japanese Industrial Reports 


Hydro-electric Power 


The Japanese Government on June 
7 was granted SCAP permission for 
the development of hydro-electric 
power resources, a maximum output 
of 585,000 KW, at 30 places and for 
.starting preparatory works for three 
hydro-electric power stations with a 
top output of 599,000 KW. For these 
power projects, an application last 
year was presented to SCAP as the 
first year’s scheme of the five-year 
plan mapped out by Government. By 
the latest SCAP sanction all places 
marked in the application for the tap- 
ping of water heads were licensed with 
the exception of four locations. 

All these projects except three iso- 
lated plants will be undertaken by the 
Japan Electric Power Generation & 
Transmission Company. Incidentally, 
the isolated plants will be constructed 
by the Showa Denko K.K. at Akamat- 
su; the Ministry of Transportation at 
Yamabe and by the Oita Prefectural 
Government at Onogawa. With the 
completion of these stations under the 
unified management of the Japan Power 
Generation & Transmission Co., the 
motive power situation will improve 
and thus produce an encouraging effect 
on Japan’s economic reconstruction as 
a whole. 

Vast amounts of money and material 
will be required for carrying out these 
power development projects. For the 
1949-50 fiscal year about Y7,500 million 
of fund, 15,000 metric tons of rolled 
steel, 200,000 tons of cement, 700 tons 
of wires and 700,000 koku of timber 
will be needed. Irrespective of the 
question of material procurement, it is 
difficult to secure such a large amount 
of fund. The greater part will have to 
be raised by the planners themselves, 
although a part may be supplied from 
the United States Aid Counterpart 
Fund. These fund and material re- 
quirements are estimated only for the 
development of power resources and 
further amounts will be necessary for 
the construction of transmission, trans- 
formation and distribution facilities. 
Therefore, the aggregate fund is estim- 
ated at Y20,000 million. In addition, 
nearly the same amount or Y20,000 
million will be required for repairing, 
restoring and improving existing elec- 
tric facilities. Out of the U.S. Aid 
Counterpart Fund, not more than 
Y13,000 million will be allocated to the 
electric power industry. All things 
considsred, the supply of fund will be 
considerably short of demand, so much 
so indeed that those projects requiring 
smaller funds will first be undertaken. 
The Japan Electric Power Co. is first 
planning to resume construction works 
at 10 locations that have been suspend- 
ed since wartime and to start prepara- 
tory works at two places. 

Another problem is the deconcentra- 
tion of the Japan Electric Power Co., in 
the light that it is absolutely necessary 
for the company to enlarge its develop- 
ment department for carrying out the 
ambitious power projects. Further- 
more, not a few bottlenecks still re- 
main unremoved in the way of electric 
power development. 


Further tapping of water heads as 
one of the most important motive pow- 
er resources has been emphasized since 
the war’s end. It is generally held that 
the domestic demand for motive power 
should be satisfied through a sufficient 
supply of cheap electricity, and a sur- 
plus of power, if any, should be har- 
nessed for promoting export industries. 
as the only means of living for postwar 
Japan. It was with this in view that 
the five-year plan was worked out and 
applications were filed with SCAP. 
Therefore, the latest SCAP sanction is 
a heartening factor, particularly as it 
points to the possibility that all power 
schemes in future will be authorized. 


However, it is problematical whether 
Japan will be able to compete with 
other nations in the world market by 
using huge amounts of money and 
material only for the development of 
water power resources, Take fertilizer, 
for instance; it may be produced abun- 
dantly by surplus electric power, but 
it still remains to be seen to what ex- 
tent Japan-made fertilizer will be ex- 
ported and whether Japanese manufac- 
turers will be able to vie with foreign 
interests in export prices. The hasty 
development of water power resources, 
in advance of other industries, may do 
more harm than good to the manage- 
ment of electric power corporations. 


Even those who raise Such warnings 
to the power projects consider the 
SCAP permission as one of the best 
stimulants for the reconstruction of 
Japan, especially with regard to the 
unemployment problem. It is estimated 
that labour power directly necessary 
for the power projects amount to more 
than 40,000,000 men, of which nearly 
8,000,000 (including only manual _la- 
bour) will be needed in the 1949-50 
fiscal year. In addition, encouraging 
effects will be brought about many re- 
lated industries which are depressed at 
present, such as civil and electrical en- 
gineering. Not only lay-offs will be 
prevented but the jobless will be able 
to find work in these fields. 


Silk Fabrics 


The SCAP suggestion to the effect 
that export contracts for which letters 
of credit had not been received up to 
April 28 should be considered as can- 
celled and properly disposed of was 
made public around May 10. Every- 
body feared that this would bring 
about a serious effect upon Japan's 
export industries, silk fabrics in parti- 
cular. It is hardly possible to make 
an exact estimate about the export 
ecntracts cancelled in accordance with 
this suggestion. It is estimated that 
letters of credit have not yet been ob- 
tained for two-thirds of the export con- 
tracts (for which shipments have not 
yet been made since March, last), and 
that with silk fabrics, the contracts to 
be cancelled will involve about 12,000,- 
000 long yards valued at Y1,200 million. 
Of this total, Fukui and Ishikawa Pre- 
fectures, which usually produce 170-80 
per cent of total export silk fabrics, 
account for 5 and 4 million long yards, 
respectively. The Fukui-Ishikawa 
weaving centre has been hard hit, 


particularly because habutae exports 
were on the increase month after 
month up to May, this year, 

A section of interested circles pro- 
poses that silk goods for which export 
contracts have been cancelled should 
be sold in the home market This ap- 
pears to be a_ good idea since silk 
fabrics have been de-controlled at 
home. But it cannot be put into prac- 
tice, inasmuch as light habutae, which 
is not at all suited for Japanese cloth- 
ing, comprises the majority of export 
silk fabrics. Such habutae as is used 
for neckerchiefs, etc. in the United 
States will not be welcomed by Japan- 
ese women, and its wider application. 
at home cannot be anticipated. An- 
other proposal is made that if the 
Civersion to home consumption is im- 
possible, the Minerals and Industrial 
Products Foreign Trade Corporation 
should buy up silk fabrics involved in 
the cancelled contracts. But there is 
no hope that the Corporation will run 
such a risk, irrespective of future trade 
prospects. 

The real problem is how to cope 
with the financial plight of exporters 
or wholesalers, who usually offer mone- 
tary backing to weavers of export silk 
fabrics. Raw silk is estimated to make 
up 70 per cent of the weaving cost of 
silk fabrics. In many cases, exporters 
or wholesalers extend loans to weavers 
for buying raw silk or supply them to 
weavers. They will be hardest hit 
financially, now that many of the ex- 
port contracts have been cancelled. 
Since exporters have probably borrow- 
ed money from banks through the 
medium of foreign trade bills, it will 
be necessary for them to have their 
bills extended. Adequate measures 
have been taken along the following 
lines: 

(1) Commercial banks refrain from 
recovering their loans for the cancelled 
export contracts and, if necessary, book 
these loans as “tied loans” in a separ- 
ate account. Stockpiles of export 
fabrics placed under joint management 
until the possible resumption of over- 
seas shipments. (2) Out of these 
stockpiles, superior items, if possible, 
be shipped abroad if new orders come 
from abroad in the future. (3) With re- 
gard to the new foreign orders for 
which shipments cannot be made out 
of the stockpiles, city banks discount 
trade bills and the Bank of Japan re- 
discount them. 


Rayon 


With the abolition of the Open Gen- 
eral Licence system in India, the down- 
turn of commodity prices in the United 
States and the possibility of Sterling 
devaluation, prospects have become 
gloomy for rayon exports. At this 
juncture, the export floor price was re- 
cently cut by 8 per cent. This is a blow 
to the rayon trade because the import 
cost of materials, such as pulp, has ad- 
vanced upon the fixing of the exchange 
rate at Y360 to the dollar. 

For 120-denier grade, the f.o.b. floor 
price was set at $0.72 per lb. or 
Y25,920 per bale (100 Ib.), at the rate 
of Y360 to the dollar. Deducting Y2,340 
per bale as f.o.b. charges, the net price 
was Y23,580. Assuming that about 80 
per cent of the total rayon output is 
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‘exported at this price, 20 per cent 
would be sold at home at the official 
price of Y14,350. If this is the case, 
the weighted average price would be 
Y21,734 per bale. Now that the floor 
price has been cut to $0.6624, the f.o.b. 
price (calculated at Y360 to the dollar) 
is Y23,846, including f.o.b. charges, and 
the net price, Y21,506 per bale. If 80 
and 20 per cent of the total production 
are allocated, respectively, for export 
and home consumption as was the case 
previously, the weighted average price 
would be Y20,075 per bale. Thus it is 
that the 8 per cent cut in the floor 
price means a decline of Y1,659 per 
bale in the weighted average price. 

At this rate, rayon producers would 
have suffered a loss of Y98 million in 
May, last, when rayon output reached 
the postwar high of 5,900,000 lbs. In 
the case of leading corporations, such 
as Teikoku Rayon, Toyo Rayon and 
Kurashiki Rayon, the estimated loss 
would be two million yen or so in a 
month because their monthly output 
eclipses the one million lbs. mark. 

The import cost of pulp, on the other 
hand, is estimated to treble with the 
adoption of the Y360 rate. This means 
a 35 per cent advance in the manufac- 
turing cost of rayon because pulp ac- 
counts for about 17 per cent of cost. 
The probable deficit on the part of 
rayon companies would be Y4,000-5,000 
per bale. Add this to the aforemen- 
tioned fall of Y1,659 in the weighted 
average tee’ and the aggregate de- 
Hee would run up to Y5,000-6,000 per 

ale. 

Assuming that the official price for 
domestic sales is raised to about 
Y17,000 per bale, the weighted average 
price (calculated in the same method 
as explained in the foregoing) would 
be slightly over Y20,600, or still Y1,134 
lower than the Y21,734 estimated with 
the f.o.b. price at $0.72. Therefore, 
rayon production would not break-even 
unless the official ceiling at home is 
elevated to the 20,000 level. This, 
however, appears to be hardly possible 
under current conditions. Thus, pro- 
duction cost has to be curtailed by 
more than Y1,000 per bale. This would 
not be an impossible proposition if the 
present rate of operation were raised. 
The cost under full capacity operation 
could be reduced by 20 per cent com- 
pared with the cost under 68 per cent 
capacity. 

The toughest problem confronting 
the rayon industry is the ever-worsen- 
ing trade outlook. During the April- 
June period, production of exportable 
rayon by six leading companies—Tei- 
koku. Rayon, Toyo Rayon, Kurashiki 
Rayon, Toyo Cotton Spinning, Asahi 
Chemical and Nitto Rayon—is estim- 
ated at 14,110,000 lbs., of which only 
3,330,000 lbs. will perhaps be shipped 
abroad and the remainder will remain 
unsold, us, rayon in stock will in- 
crease to about 13,400,000 lbs. at the 
end of June from 2,640,000 lbs. as of 
March 31, 1949. Assuming that the 
factory cost is Y15,000 per bale, this 
stockpile would value as much as 
Y2,000 million, or a heavy drain on 
rayon corporations which have thus 
far managed to raise necessary funds 
merely through increase of capital. If 
part of the export rayon in stock is 
diverted to domestic consumption, the 


revious 2-to-2 ratio between export 
aad domestic sales would be changed 
7 to 3 or 6 to 4. In such a case, the 
probable increase of the deficit could 
not be offset even if the official ceiling 
for home consumption was raised to 
some extent. . 

Some optimists consider the recent 
trade recession as a seasonal pheno- 
menon and hope that the OGL system 
will be revived in India. But the pos- 
sibility of Sterling devaluation is a 
more serious issue, for this certainly 
will bring about a deadening effect on 
Japan’s foreign trade. 


Rubber Goods 

For rubber goods, export contracts 
concluded from the adoption on April 
25 of the Y360 exchange rate to May 
31 totalled about 203 metric tons of 
crude rubber. In March, last, many 
speculative contracts were _ concluded 
in anticipation of the fixing of the 
single exchange rate, and the total 
volume of crude rubber involved was 
estimated at 583 metric tons. Compar- 
ed with this figure, the afore-mention- 
ed contracts in the one-month period 
after the single rate fixing comprises 
only 35 per cent, indicating a serious 
shrinkage of rubber goods exports. 

Classified by major items, however, 
although contracts decreased for auto 
tires and tubes, sizeable increase was 
seen in other items in terms of crude 
rubber required. Of the March con- 
tracts, auto tire and tubes accounted 
for as much as 84 per cent in terms of 
crude rubber, but their share in the 
May contracts dropped to 47 per cent. 
This means that export contracts in- 
creased in May for other items than 
auto tire and tubes. When the Y360 
rate was adopted, it was generally held 
that the break-even situation was 
rather discouraging for most rubber 
goods except hoses and belts. It is 
noteworthy, therefore, that rubber 
goods exports have not decreased 
against general expectation, This may 
be attributed to the following circum- 
stances; (1) Rubber. goods makers 
have had in stock a large amount of 
subsidiary materials since before the 
adoption of the single exchange rate; 
(2) they have been concentrating 
efforts upon cost cutting by raising the 
rate of operation, and (3) they are 
anticipating an improvement in trade 
outlook. 

The future of rubber goods trade is 
much dependent upon prospects in 
Overseas markets. Therefore, nothing 
appears at present more essential than 
to dispatch aboad Japanese trade re- 
presentatives or commissioners. 


Rolling Stock Industry 


Rolling stock manufacture has a 
relatively long history among modern 
Japanese industries and it developed 
by leaps and bounds during the Pacific 
War along with other heavy indus- 
tries. Today, it occupies an indisput- 
able key position among Japan’s heavy 
industries. The rolling stock industry 
in Japan was launched during 1880’s 
when passenger coaches were manu- 
factured for the first time. In 1893, 
the first steam locomotive was manu- 
foctured at the Kobe plant of the 
Sanyo Railways Company. Three 
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years later, the Kisha Seizo K.K., a 
rolling stock manufacturing firm with 
sizable equipment was established in 
Osaka. In 1908, a rolling stock plant 
was established in Hyogo Prefecture 
by the Kawasaki Dockyard. Since 
then, these two works—Kisha Seizo 
K.K. and Kawasaki’s H'yogo plant— 
have virtually monopolized the _roll- 
ing stock manufacture in Japan. Since 
1914, the Government railroad system 
has been using Japanese-made rolling 
stock exclusively. 

While self-dependent in rolling stock 
manufacture, Japan depended on im- 
ports for the supply of steel up to 
1910’s. During Werld War 1, pro- 
curement of steel became difficult and 
it resulted in the development of do- 


mestic iron and steel manufacturing 
industry. Progress of the iron-steel 
manufacturing industry following 


World War I stimulated a remarkable 
expansion of the rolling stock industry 
during 1910’s and 1920’s. The year 
1912 saw the construction of the 
Kasado plant of the Hitachi Works 
and in 1920 the Nippon Rolling Stock 
Company was inaugurated. In 1921, 
the Mitsubishi and Kobe Dockyards 
started manufacturing locomotives 
while 1927 witnessed the first Jap- 
anese-made electric locomotive. Im- 
ported electric engines had been in 
use since 1911. 


During the 10-year period from the 
Manchuria Affair to the Pacific War, 
demand for rolling stock increased 
rapidly as the transportation system 
was developed and improved in Korea, 
Manchuria, China and _ the South- 
eastern Pacific areas. Japanese rolling 
stock export to these regions expanded. 
In 1940—the peak production year, 
half of Japan’s rolling stock production 
was channelled to these East Asiatic 
regions. Rolling stock production dur- 
ing that year: Steam locomotives 719. 
Electric locomotives 39, Passenger 
coaches & electric cars 1,449, Freight 
cars 11,580. 


The end of the Pacific War found a 
large portion of the existing rolling 
stock unusable due to overuse during 
the war. In order to remedy the 
situation the Economic Stablisation 
Board has mapped out a large-scale 
rolling stock production plan as a 
part of the Five-Year Economic Re- 
covery Program, 


Latest production figures are as fol- 
lows: 


1947 1948 

Steam locomotive ...... 96 61 

Electric locomotive ..... 47 20 
Passenger coaches & Elec- 

Uric Cars, sat. eee. Fee. 1,202 672 

Fréight?‘carsevian. eteie 967 4,325 


Japan’s rolling stock manufacturing 
industry, with a production capacity 
outstripping domestic demand, large 
production facilities and labor, must 
necessarily turn to overseas markets 
for the sale of its products. Before 
the war, Japanese rolling stock was ex- 
ported in large quantities, with the 
export. figure running up to nearly 50 
per cent of total output during a peak 
productlon year. There was a brisk 
shipment of parts along with rolling 
stock and the markets included Mane 
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churia, China, Siam, Malaya and other 
Far Eastern regions. The following 
table show the production and export 
figures in 1940: 


Out Ex- 

put port 

‘Steam Locomotives ..... 719 427 

Electric locomotives .... 39° 16 
Passenger coaches & elec- 

PMICMCATGS -hacints smn ee 1,449 656 

ireight. Cars) oa erstistesctrs es 11,580 977 


Export of rolling stock was resumed 
soon after the end of the war, the first 
shipments going to Korea. A con- 
siderable amount of rolling stock was 
exported to the Soviet Union, Slam, 
the Philippines and other countries at 
the end of last year. 

The trade agreement concluded re- 
cently with the Sterling bloc nations 
envisages the purchase of Japanese 
rolling stock while inquiries are being 
received from various foreign missions 
in Tokyo concerning the same com- 
modity. Besides the three countries men- 
tioned above, arrangements for rolling 
stock export are being mdde with Pa- 
kistan, India and Egypt. Under con- 
sideration for export to these coun- 
tries are a large variety, including not 
only ordinary steam locomotives, 
second and third class passenger 
and box cars but also such _ special 
vehicles as 85-ton and 135-ton electric 
coaches, sleeping cars, electric cars 
locomotives. 


The Chemical Industry 
of Japan 


1. PRODUCTION 


A comparison made between pre-war 
and post-war production of leading 
chemical products is made in Table 1. 
Chemicals produced in 1948 on or above 
the level of 1935-1937 are methanol, 
ethyl alcohol, artificial resin and chemi- 
cal fertilizers like ammonium sulphate. 
Among these, the domestic production 
of ethyl alcohol, methanol and artificial 
resin, which was hastily developed dur- 
ing the war, had been on a low level 
before the war and consumption was 
mainly covered by import. According- 
ly, the increase in production and the 
fact that the output of those three 
products exceeded the low pre-war 
level appears unimportant, 

Secondly, products showing a re- 
covery of-production to 70—80% of 
pre-war level ara calcium superphos- 
phate, sulphuric acid and calcium car- 
bide. These may be considered as pro- 
ducts related to chemical fertilizer 
because sulphuric acid and calcium 
carbide are mainly used for ammoni- 
um superphosphate and_= calcium 
cyanamide. 

Chemical products showing a pro- 
duction recovery of more than 70% 
are chemical fertilizers and related 
products. On the other hand, chemi- 
cals, the output of which is still below 
40% of pre-war production are soda 
products, dyestuffs, rayon, fat and oil 
products, rubber goods, celluloid and 
cement. It follows that a low level 
of production was shown in most basic 
chemical products, rayon, staple fiber, 
celluloid, rubber goods, fat and oil 
‘products baing lowest in output, al- 


Table 1. Actual Production of Leading Chemicals (Pre-war and post-war) 


x 1935—1937 
Item Unit average 1948 
Ammonium Sulphate ..............+- ton 795,920 921,958 (116.0) 
Calcium, Cynamide winns steers ” 396,130 230,104 (58.0) 
Calcium Superphosphate ....... ay sia tele as 1,429,471 992,647 (69.5) 
Sulphurte Acid! (60, Be) inca cannes. ” 2,508,270 1,949,790 (77.6) 
Soda SAsh’ 0 i.)cescinsscas si 7 369,606 75,115) (20:3) 
Castion Sodas farcnrsnsiaty exe oePoren a tieaiele ” 293,476 107,365 (36.6) 
Hy drochlorica CAcid wirmracrsrerversreretereve cjcrn ers "3 133,106 52,845 (39.6) 
AmMmMONIlay wean cosh iwo i emery 7 275,694 267,706 (97.2) 
CalciumeCarbide ne. «osmcmaser cnc . 418,507 338,509 (81.0) 
Acetle@ Acid Viet tis. recut ore nats i 13,659 9,450 (69.0) 
Pures Benzene) tcccre coc ts ns rassetietes sis a 16,514 8,012 (48.5) 
Tolwene Oye en tape nes mete eteltouss ms 3,077 1,555 (50.6) 
Wesley ila fe: cuttc one eleva eiemterrrs 5 2,298 1,503 (65.5) 
DV CSUULS tid aol scat orate es oe ” 21,467 5,340 (24.8) 
MthyLRAlCOHOL Me coe hatcse te oe tes ” 4,926 29,104 (590.0) 
Mathanol eae. co teeth ciate poe ha ae ” 6,216 7,507 (120.5) 
Rayon rs eceite s cee es octet eee ae 1,000 lbs 278,018 35,727 (12.8) 
StaplevMibres = geeoas sete aera eeevans ” 78,323 35,266 (45.1) 
HardenedOiy ors cd es i eee ton 84,968 23,706 (28.2) 
Matty COM ieee ccatenc at aa wee Nhes « ” 49,683 10,878 (21.8) 
DOB NG i are se erecinns ete ae eae eran ae ” 179,753 13,947 (7.8) 
Pants MeN, aeereistes «halwao vee Aen tates 7 64,766 17,048 (26.3) 
Celluloid’) (Primary) Wi. sues. see ee 5 13,691 Hav ite CX) 5) 
Artificial Resingie, the soe cee cates a 4,096 4,148 (101.0) 
RubberyGoods Bae Noone haere oF 56,170 10,439 
(Jan.—June) 
CementTyeas iar. ara otras a aaron nics 1,000 ton 4,549 1,673 (36.8) 
Sheet. Glass tonic a).. Peils ener ats 1,000 box 3,954 1,671 (42.2) 


Table 2. Leading Chemical Products, Facilities and Operations 


Number Number Capacity of Actual 


Item of of Facilities Production 
Companies Factories (Annual) (1948) 
Ammonium Sulphate (Synthetic) 15 18 1,972,380 ton 921,958 ton 
Calcium Cyanamide ........ 9 15 541,380 230,104 
Calcium Superphosphate .... 15 25 2,170,800 992,647 
SulphuricwAcid@as.-raserced: 
(Contacte (00%) icieae 25 37 1,497,267 614,810 
(Chamber (50° Be) °........ 30 42 2,668,712 966,093 
(Total (50m Be) Wee 5,064,339 1,949,790 
SodatAsh Meester stscenece 4 4 414,000 75,115 
CausticaSoda payee. 
KSolvey. Manion seas nore tee 4 4 403,200 48,878 
(Hlectrolytic Wi ace nen 26 36 246,384 58,987 
(WROTE o Arle 5 o Gmc Gi OitOlh 2.4 649,584 107,365 
Hydrochloric Acid .......... 
(Synthetic: Wander ec caiere 25 36 227,616 
(Tees Blancas. corn eee 7 7 38,682 ; 
CTot al —sarcrorere ciste wieters) o: ct aleieratet 266,244 52,645 
Armonia a nace use eons 16 19 534,468 267,706 
Calcium Carbide ....... 37 43 889,270 338,509 
Acetic Acid (Synthetic) 6 7 29,880 9,450 
PuremBenzenen.. wuctrcsemrds 11 15 47,748 8,012 
Toluenet otc ees Ee ee 10 14 9,948 1,555 
GresOl tae c eters erlnre eaeseete are 13 15 15,396 1,503 
IDVCStULS eee crite siidtinraeaetoras 19 29 26,064 5,340 
Ethyl Alcholl 7 ccniesoi eters 6 21 100,910 29,104 
Methanolerenentcscsiccen soars 5 6 25,920 7,507 
RAV Ory Ste ctecrostetsuecie tive ote eras 8 10 56,520 16,280 
Staple Pibrer ernie steric ee se 12 14 108,360 16,030 
Hardened! Oil ness sere 67 74 226,356 23,706 
Matty -Acigs Gace asics at ae 49 59 274,044 10,878 
ROE Te conn mo aud Goren eae 197 214 632,388 13,947 
Paints Pree acct ees cronies. arenenere 97 106 308,520 17,048 
Celluloid (Primary) ........ 9 9 7,920 2,418 
Artificial Resin ...........- 
(Phenol-Resin ....: rote tone rei ote 68 75 32,441 2,843 
(UreasResin wal. wreaee cae ee ele 15 16 5,316 1,385 
(Gio ss ci nOd. camo OG .O 37,757 4,148 
Tires & Tubes for Cars ..... 6 7,962 4,933 
Tires & Tubes for Bicycles .. 218 19,144 1,969 
Cements aietercters create stern siete 16 36 6,109,800 1,673,316 
SheettiGlassivin ¢ semistescic aletavs 2 5 3,624,000 box 1,671,567 
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though these latter products show the 
greatest promise in regard to the ex- 
port trade. 


The chemical industry, except fertili- 
zer, still remains at a low level of 
production. The rapid recovery of 
chemical fertilizer was a result of-the 
industry being designated as one of the 
key industries, together with stesl and 
coal. The designation of the fertilizer 
industry as a key industry was due 
to the bearing it has on the produc- 
tion of foodstuffs and to the availabil- 
ity of domestic raw materials. The 
great improvement in production re- 
cently achieved was based upon the 
self-sufficiency of raw materials, more 
favourable prices and comparatively 
smooth labour relations. 


2. CURRENT PROBLEMS OF THE 
CHEMICAL INDUSTRY 


The most important problems of 
chemical production are centered on 
facilities and raw materials. 


(1) Facilities. 

Facilities for chemical production in 
Japan are shown in Table 2. There 
are many methods of estimating pro- 
duction capacity and the term “capa- 
city” is not clearly defined in Japan. 
Nevertheless, it is generally realized 
that the capacity of facilities stated in 


Table 2 is the capacity theoretically 
calculated. 
The low’ production of chemicals 


was not due to any shortage of facil- 
ities with the exception of tires and 
tubes for cars. 


Turning from the quantitative point 
of view to that of a qualitative one 
the improvement of facilities is neces- 
sary for cutting the cost of produc- 
tion so as to compete with foreign 
products in domestic and overseas 
markets. 


(2) Coal and Electric Power 

Coal and electric power are impor- 
tant not only. as power and fuel, but 
as raw materials especially in the pro- 
duct-on of ammonium = sulphate, cal- 


August 18: 


Table 3. Import of Principal Raw Materials 


oo ee a ee eee 


(Unit: 1,000 ton) 
1935—1938 1948 
average 


1947 


eee 


Salt 
Rayon, PUD. cesses sta healelstmiteretels 
Natural Rubber 
Phosphate Rock 


es 


ee 


1,398 (100.0) 835 (59.7) 1,203 (86.4) 
22 (11.3): 


195 (100.0) = -3) 
64 (100.0) 15 (23.4) 29 (45.2) 
1,094 (100.0) 1,128 (103.0) 415 (38.0) 


SS —— 


cium carbide, electrolytic soda, etc. 
and the availability of these materials 
determines the volume of chemical 
production to a great extent. Al- 
though a great effort has been made 
on behalf of coal production as a top 
priority industry, and some improve- 
ment in output has been attained, 
chemical production is still affected by 
a shortage and, especially, the low 
quality of coal. As a_ result of the 
much increased general demand for 
electricity (for lighting, electric rail- 
ways, etc.), the distribution of power 
js not adequate despite increased pro- 
duction of power as compared with the 
pre-war period. In particular, the 
chemical industry is greatly affected 
during the dry season (from December 
to February) by a shortage of power 
due to the decrease in hydro-electric 
power generation. 


The general inadequacy of coal and 
power and priority allocation to chemi- 
cal fertilizer production, as_ distinct 
from other chemical products, (in 1947 
of 5,968 million K.W.H. allocated to 
the chemical industry 3,094 million 
K.W.H. (52%) was consumed by chemi- 
cal fertilizer production), greatly 
handicapped the rest of chemical pro- 
duction. 


(3) Other Raw Materials 

Leading chemical products in Japan 
mostly depend on the import of prin- 
c.pal or secondary materials, excepting 
a few products where self-sufficiency 
has been attained, such as_ sulphuric 
acid, ammonium sulphate etc. Chemi- 
cals mostly depend.ng on the importa- 
tion of raw materials are soda, rayon, 
staple fiber, rubber goods, fats and 


oils, calcium superphosphate etc. 
(Rayon pulp, however, may be sub- 
stituted with domestsc pulp which is 
inferior in quality and which will also 
be short if the rayon production is en- 
larged). 


As shown in Table 3, the post-war 
import of these raw materials, except 
industrial salt, was much reduced com- 
pared with the pre-war period. On 
account of this reduction of imports, 
the production of rubber, fats and oils 
was very low. The inactivity in im- 
ports is of course attributable to the 
unfavourable balance of trade and the 
delayed restoration of raw material 
production throughout the world. 


(4) Other Items 


Capital and labour are necessary 
factors in production, in addition to 
equipment and raw materials. It has 
been fortunate for manufacturers of 
chemicals, especially large enterprises, 
that labour unrest has been less than 
in other fields of industry. Among 
factors favouring the chemical indus. 
try may be cited the fact that official 
prices of chemical products have been 
rather high. 


The financial condition of chemical 
enterprises cannot be given in statis- 
tics, for the major companies have not 
completed the liquidation of accounts 
and of losses suffered in the war. How- 
ever, according to the results collected, 
chemical companies are generally in a 
better position: than other industries, 
showing not only a nominal profit at- 
Ce to inflated money, but a real 
profit. 


